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Labor 


AND THE DEMOCRATIC WAY 
By FRANK MURPHY, Governor, Michigan 
Before Consumers’ League of New York, May 14, 1937 


ODAY, as we look abroad at states where the easy 

ways of autocracy have supplanted the democratic 

process, and where human lives and liberties are held 
in low esteem, we may rightfully take pride in the fact that 
lives and liberties alike are still held sacred here, and that 
the democratic way still dominates our system of govern- 
ment. It is true, there are weaknesses in that system, and 
there are occasions when civil rights are abrogated and human 
lives cheaply sold, but there is no doubt that, today, the frame- 
work of American democracy stands firm. 

We can ill afford, however, merely to look back pride- 
fully at our accomplishments in the past and to contrast our 
comparatively happy estate with that of less fortunate peoples. 
It would be sheer folly for us to ignore the lesson implicit 
in their experience—to lull ourselves into the vain delusion 
that democracy, a hard-won gain, will remain and flourish 
aided only by the blissful self-satisfaction of us who enjoy 
its benefits. 

Democracy will not stand alone. It will not stand merely 
with the passive support of our self-content. On the contrary, 
it must be constantly safe-guarded, carefully reinforced, and 
stoutly implemented against those forces which, unchecked, 
would in time accomplish its dissolution. 

Wherever enlightened men and women ponder the 
problems of the nation, the forces which threaten our demo- 
cratic system are frequently the subject of discussion. Some 
fear the influence of foreign doctrines and dogmas; others 
“view with alarm” our deviations, real or fancied, from 
the true system of democratic government. But none, I am 
convinced, will deny the constant menace—the threat of 
internal decay—which inheres in discontent born of economic 
injustice and gross inequality. For where there is depriva- 
tion of the necessities of life—where there is exploitation of 
the downtrodden—there unmistakably lie the seeds of dis- 
ruption and rebellion. There are bred the forces which, if 
permitted to gain momentum, will steadily undermine 
democracy from within. 

No one knows better than you of the Consumers’ League 
that these ominous forces are abroad in the land today. They 
exist in the sweatshops, in the factories where the speed-up 
saps men’s energies, and in the mines where underpayment 


and coercion are the rule. At a high point in the dark days 
of the early depression years, they have subsided somewhat 
under the calming influence of returning prosperity. But of 
late, their presence has been made painfully evident by the 
outbreak of wide-spread industrial unrest. In far-flung sectors 
of the nation, the underprivileged have risen to demand a 
larger share of the products of their toil and a voice in the 
management and organization of their work. We may shy 
from the truth as long as we please, or we may seek to dis- 
credit protesting workers with epithets and abuse, but we 
cannot escape from the unalterable truth that their protests 
are warnings of a discontent which, unheeded, bodes no good 
for the stability of our system. 

Happily, we are through, by and large, with the degra- 
dation in which industrial workers labored during the bleak 
years before the turn of the century. We are through with 
the sordid conditions which inspired the founders of this 
League to unite in a fighting organization that had made the 
preservation of human rights a sacred ambition and goal. 
We no longer have shop girls slaving behind counters from 
7:45 in the morning until 11 o’clock at night, snatching a 
moment during the wearying day to eat a frugal meal, for the 
pathetic remuneration of three dollars a week. We are done 
with the era when man sweated in textile mills from five in 
the morning until seven in the evening under physical con- 
ditions that today would be looked upon with revulsion. 
Briefly, we have left behind us the day when the lives of 
workers, their wages and housing, the degree of risk in their 
work, the menace to their health, the pace of production, the 
length of the working day, and discipline in the factory, 
were virtually subject to the arbitrary and autocratic control 
of the employer. By degrees we have been able to exterminate 
the most glaring of these abuses. The force of public govern- 
ment through the medium of legislation, and improvements 
within industry, have combined in this process of ameliora- 
tion. 

It would be satisfying to think and to know that we 
could stop at this point. Of course, we would rejoice one 
and all in the realization that every working man was per- 
manently insured against the squalor of the sweatshop, the 
fear of insecurity in his old age, and the menace of occupa- 
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tional disease; that working women were accorded every 
protection which humanity dictates they be given—-and that 
children were guaranteed the right to live the happy, normal 
lives children should lead. But surely we cannot be so 
naive, if not so blind, as to believe that these goals have now 
been attained to the limit of our ability to achieve them. We 
cannot, singly or as a people, coast along on what has been 
done. 

In this State of New York, for example, the Depart- 
ment of Labor reported that for February of this year, 1937, 
the average weekly earnings of women in representative 
beverage factories was $9.79. In the saw and planing mills 
it was $11.74; in the canning and preserving plants, $12.32; 
in the cotton goods industry $13.75; and so on along the 
line up to the lordly total of $25.53 in the stone, clay, and 
glass industry. 

A year ago, the estimated minimum wage on which a 
single woman could maintain in New York City a “fair 
American standard of living” was $13.41 a week. I need not 
go into detail as to the budgetary gymnastics necessary to 
“make ends meet” on a paycheck of $9.79 a week. 

The figures become even more startling when one goes 
back another year and discovers that in 1935, according to 
the Division of Women in Industry, 74.1 per cent of the 
women employed in hotels and restaurants in New York City 
earned less than this 13-dollar minimum requirement for a 
fair living standard. The percentage for the cotton garment 
trade was 46.5 per cent, while for other lines the figures 
were smaller but in each case indicative of a group who were 
unable to live up to the pathetic level of $13 a week. 

Let me turn for a moment to my home State of Michi- 
gan. A report of the Women’s Bureau of the Federal De- 
partment of Labor discloses that during a representative 
week in the Fall of 1934, half of the women employed in 
18 out of 22 types of manufacturing industries earned less 
than $14; half of those employed in limited-price stores 
earned less than $12.35; and half of the women laundry 
employees earned less than $9.90. The prevailing hours for 
these three industries were from 35 to 40 a week in the 
manufacturing group, from 40 to 48 in the limited-price 
stores , and from 40 to over 48 in the laundries. 

On the surface, the figures for men are somewhat less 
shocking, but their inadequacy becomes more vividly ap- 
parent when one reflects that they often represent the incomes 
of entire families. The national Industrial Conference Board 
has reported that in June, 1936, the average earnings of male 
workers in the boot and shoe industry were $20.69 a week; 
in the northern cotton manufacturing industry, $18.29 a 
week; in the hosiery and knit goods trade, $19.77 a week; 
and in the silk manufacturing industry, $17.15 a week (for 
women, $11.85). It is interesting, too, that where the aver- 


age wage was substantially higher than these “low-water” ~ 


marks, the average number of hours worked per week soared 
accordingly. For example, where the silk worker labored 30 
hours to earn $17.15 as his weekly income, the paint and 
varnish laborer was forced to work 43 hours to earn $25.13. 
Meanwhile, the furniture worker received considerably less 
pay—$21.31, for laboring only one hour less than the 
paint and varnish worker. 

I have assumed in each of these cases, that these are 
wages which the workers actually receive. The picture grows 
darker, you will agree, in those branches of industries or 


sections of the country where the laborer is simply credited 
with a certain amount each week and is told to buy his neces- 
sities at a “company store,” or to go without. Let us hope 
that recent disclosures in the Senate of the United States 
will bring a speedy end to abuses of this kind. 

It has not been my intention, in presenting these few 
facts, to be sensational or to mislead by making no mention 
of the higher and eminently more satisfactory wage and 
hour conditions which exist in mumerous other branches of 
American industry. In passing, however, I should like to 
point out that a raise in pay is not automatically a net ad- 
vantage to the worker. If it is accompanied by a speeding up 
of production, the monetary gain may be to a large extent 
nullified, for additional funds will avail the laborer little 
or nothing if his health is impaired to the extent of shorten- 
ing the span of his life and making miserable the years he 
has yet to live. 

Government’s stake in this large job of implementing 
democracy is most significant because government is far and 
away the best equipped and the most strategically situated 
to undertake the task. This is true, of course, for the reason 
that government, representing the people, can take swift and 
positive action by means of legislation formulated by sound, 
democratic methods. Then, too, government is at an ad- 
vantage because it can speak, in a sense, for all three of the 
other parties—for labor, for industry, and for the public— 
as well as for itself. : 

Until very recently, the efforts of your organization 
and of many others who have sought to bolster the principles 
of democracy with positive support, have met with repeated 
rebuffs from the courts of the land. But the Supreme Court’s 
latest decision on the subject—in the Washington minimum 
wage case—has given rise to new hope. The door seems open 
to state wage and hour laws for men, as well as for women. 
The extreme necessity for laws protecting the latter needs 
no elaboration, but we must not overlook the almost equal 
necessity of protection for men. Certainly we cannot fall 
back on the rhetorical absurdity that to give men the pro- 
tection of minimum wage and maximum hour guarantees is 
to deprive them of their right to contract. As Justice Stone 
remarked so pointedly in dissenting from the decision out- 
lawing the New York wage law, there is, indeed, “grim irony 
in speaking of the freedom of contract of those who, because 
of their economic necessity, give their services for less than is 
needful to keep body and soul together.” 

Minimum wage and maximum hour laws, then, are 
two primary responsibilities of any government that recog- 
nizes and is willing to accept the burdens imposed by its 
stake in industrial peace. 

Of scarcely less significance is the intelligent regula- 
tion of child labor. This means we must vigilantly guard 
against that exploitation of children for profit which is so 
gross a violation of the spirit of the American people. Our 
youth must be assured of the right to grow up as children 
should and not as prematurely aged slaves of modern industry. 

Government must further assure the working man and 
woman of their rights as human beings by obtaining for them 
the protection of occupational disease laws. At the same time, 
industry must recognize that it cannot in justice discard a 
workman as an empty shell once he has given his strength 
and obtained in its stead a destructive malady. 

A legislative program of this kind, the goal of which 
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is the full consolidation of the rights of the working peop- 
ple, would be sadly incomplete without a guarantee to labor 
of the right to act for itself in the event that the protections 
devised by government prove inadequate. Collective bargain- 
ing must be a fundamental of such a guarantee. The right to 
strike must be kept intact, but reason dictates that some pro- 
visions be made for the investigation of situations likely to 
iead to strikes, with a view to the negotiation of differences. 
And since the property rights of employers are carefully de- 
lineated by law, it might be just and fair to make some effort 
toward incorporating into law the worker’s property rights in 
his job. Admittedly, the legality of such rights is by no means 
clearly defined. At present they rest upon human justice and 
necessity rather than upon law. 

A last major phase of this legislative program must be 
the acquisition for the worker of the untold benefit of se- 
curity against unemployment and old-age. Government must 
do this not as a measure of paternalistic charity, but as an 
investment in human contentment as well as insurance for the 
preservation of democracy. 

In other words, when government exercises its preroga- 
tive of legislation in these ways, it accomplishes a manifold 
result. It enhances the beauty of human life, it solidifies the 
foundations of our democratic system, and it erects strong 
barriers against the dangers of extremism. Best of all, it 
emphasizes a kind of prosperity which is founded less on 
bigger profits for industry in producing units of goods and 
more on the success of the common man in his business of 
living. 

Historically, government has often been oppressive and 
in so doing has incurred the hatred of the common people. 
But because a history book is a remote thing, we often assume 
that this could not happen here. Yet, it might very easily 
have happened in the State of Michigan not so long ago, 
had the government chosen to “shoot it out” with the sit- 
down strikers in the General Motors’ plants. Force alone 
would have emptied those plants, but force would have meant 
bloodshed and violence, and government in Michigan would 
today have been thought of as a horrible, oppressive thing 
which coldly ignored human values and demanded human 
life as the price of its own ruthless supremacy. 

This did not happen in Michigan because the concept 
of government on the basis of which the situation was ironed 
out has no room for violence and bloodshed. Rather, it holds 
that force is an archaic, out-moded, and, above all, utterly 
futile method which, in the end, settles nothing for anybody. 

The right of the underprivileged, of the poor and of the 


oppressed, were as much the concern of this government as 
those of the strong and the powerful. Property rights were 
not destroyed, but more than that—and in this lies an en- 
couraging aspect of democracy—human rights were not de- 
stroyed. Government was not perverted to oppressive pur- 
poses. 

It has been impressed on me over a period of years that 
government, after all, is a fragile and tenuous thing which 
is easily damaged. In its ideal form, it is never haughty and 
arrogant, for when it assumes those characteristics, it be- 
comes a hateful thing indeed, without real value and without 
a worthwhile cause. Human beings writhe under the restraint 
and repression which it imposes upon them. They feel intel- 
lectually and spiritually stifled. Slowly but surely they give 
voice to the most intense kind of protest. At first it is merely 
a hum, but as time goes on and oppression bears more heavily 
on the lives and liberties of people, the hum grows in volume 
until at last it breaks forth into a roar of protest. In the 
pages of history one may read the tragedies of the many 
governments which have been crushed in the storm of hatred 
conceived by their own arrogance. 

Yet such things need never happen. When government 
exercises its rightful function, it has no traffic with arro- 
gance and oppression and has nothing to fear from those to 
whom it ministers. Ideally, it emphasizes the beauty and 
splendor of human life in that it exists, in actuality, for the 
sole purpose of helping men attain the highest possible state 
of well-being. It is strongest when it is kindly, helpful, and 
fundamentally concerned with stimulating and protecting 
human values. Men created government for their own good 
and protection, and so long as it functions according to man’s 
need for it, just so long will it function efficiently. 

Today we need to keep that tradition alive. Exploitation 
is still with us, and only government is strong enough to 
force the spoilers to cease exacting their toll of human peace 
and happiness. Only government can stop the practice of 
forcing women and children to toil under conditions which 
violate every sense of decency and fair play. Only govern- 
ment can come to the rescue of the middle-aged and the 
elderly who have been so crushed by economic circumstances 
that life and all it stands for have lost meaning. These un- 
fortunates have nowhere else to turn. If their leaders fail 
them now, they only sink deeper into the mire of despond- 
ency and worthlessness. But let government make their hap- 
piness its concern, and let it provide the machinery whereby 
the under-privileged can rebuild their shattered existences, and 
life once more glows with hope. 


America’s Best Customer—Great Britain 


By SIR RONALD LINDSAY, British Ambassador to the United States 
At World Trade Luncheon, in Celebration of National Foreign Trade Week, New York, May 19, 1937 
[CONDENSED ] 


T is true that there are limits to what diplomats may 
say on diplomatic matters, but in talking today of the 
trading relations between our two countries, I should 
like to be regarded not as the diplomatic representative of the 
United Kingdom, but as the commercial representative of 
a country which does the largest trade with the United States 
—in other words as your best customer. I understand there 


is a trade slogan firmly implanted in the mammoth depart- 
ment stores of both London and New York, that “the cus- 
tomer is always right.’’ That gives me a great deal of courage. 
If I make any slips as a diplomat I have the satisfaction of 
knowing that nevertheless I shall have been all right as a 
customer. 

With that thought I invite you to look at the trading 
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record of this best customer, at the contribution of the United 
Kingdom, both as a buyer and a seller, to the foreign trade 
of the world and particularly of the United States, that is 
at the state of our merchandise account of imports and ex- 
ports. I take the two years of 1935 and 1936—that is the 
second half of the four-year period which has, elapsed since 
the conclusion of the Ottawa agreements as by then the 
changes made at Ottawa may be regarded as having had their 
full effect. During this period the United Kingdom bought 
merchandise— 

From all British countries to the value of 3,024 millions 
of dollars, and sold 2,171 millions, a difference of 853 
millions. 

From all foreign countries 4,840 millions of dollars and 
sold 2,642 millions, a difference of 2,198 millions. 

From the United States 886 millions of dollars and sold 
328 millions, a difference of 558 millions. 

These figures include merchandise re-exported. 

I have no liking for quoting statistics, but these are neces- 
sary for a proper understanding of the present position of the 
United Kingdom in world trade and of the trading relations 
between the United States and the United Kingdom on which 
your chairman has invited me to speak. 

They prove I think two things. 

The first is this: in 1932 we changed from a traditional 
system—which we alone followed—of unlimited free imports 
from all countries to a system of free imports from British 
countries combined with a moderate tariff on imports from 
others. In spite of this change the United Kingdom still im- 
ports far more from foreign than from British countries, to 
the extent of 61.6 per cent from foreign and 38.4. per cent 
from British countries. 

The second is the willingness and capacity of the United 
Kingdom to receive imports from all countries, foreign as 
well as British, and most markedly from the United States, 
on a scale far in excess of what it is able to pay for in visible 
merchandise exports. We are the greatest purchasers of im- 
ported goods in the whole world. We buy five times as much 
per head of population as the United States; and this is a 
striking fact even when all necessary allowances have been 
made for the different conditions. 

I am not an economist, nor like the majority here a busi- 
nessman, and not today, as I have said, a diplomat, but 
merely the best customer of the United States. But it seems 
to me that in whatever capacity we may look at the problem 
the argument is sound that this willingness of countries— 
within their means of payment and to the full extent of the 
needs of the standard of living of their populations—to import 
from other countries is the real test of the contribution which 
they can make to the recovery of world trade and prosperity— 
and it is the acid test of their choice between economic 
nationalism and economic internationalism. 

No country should be afraid of imports which it needs 
and for which it can pay. In a long trading experience the 
United Kingdom has become familiar with a permanent ex- 
cess of imports as a net gain rather than a net loss of national 
wealth, as a sign of a rising and not a falling standard of 
living. The recent growth of the excess has not unduly 
alarmed British public opinion, nor has the Government felt 
compelled to redress the balance by resorting to excessive 
tariffs, arbitrary quota limitations of imports, and exchange 
controls. In the United Kingdom, however, as in other coun- 


tries the demand for higher protection, both from agriculture 
and industry, is insistent and it would be a mistake to assume 
that it could be resisted in either of two sets of circumstances, 
one being the recurrence of trade depression and a renewed 
fall in prices, and the other the continued raising of tariff 
and other barriers in other countries against imports from 
the United Kingdom. 


I need not tell this audience that the one problem in 
trade is to pay for what you buy and to make sure of payment 
for what you sell. In foreign trade it is the same. If individual 
importers are unable to provide payment and individual ex- 
porters are unable to secure it, foreign trade comes to an 
end or is reduced to the common denominator of such means 
of payment as are still available. In the disastrous economic 
conditions of varying intensity with which all countries have 
had to contend in recent years, this problem of payment has 
become acute, far beyond the power of individual traders te 
solve, and necessarily a national problem to which the govern- 
ments of all countries in any way dependent on foreign trade, 
whether exports or imports, have had to address themselves. 


For the United Kingdom this problem of receiving im- 
ports on the scale I have mentioned, and of finding the ways 
and means of paying for them, is the basis of the Ottawa 
agreements, of the trade agreements which we have made 
with twenty-three foreign countries, and it will be the basis 
of the reciprocal trade agreement my friend Mr. Francis Sayre 
and I alike earnestly hope may be concluded between our two 
Governments. 


It has been suggested that the preferential arrangements 
which have been written into the Ottawa agreements for the 
expansion of trade between the members of the British Com- 
monwealth of Nations may preclude the possibility of mutually 
satisfactory trade agreements being concluded between them 
and foreign countries. My comment on that suggestion is that 
agreements regarded as highly advantageous by both sides 
have been negotiated between the United States and Canada 
and between the United Kingdom and the Argentine Republic. 


So far as the United Kingdom is concerned the general 
basis of imperial preference is that imports from other British 
countries are admitted free of duties and restrictions, or in 
the case of revenue duties at lower rates. That guarantee of a 
free or privileged United Kingdom market for the products of 
British countries cannot be withdrawn or restricted as part 
of a trade bargain with any third country. It is the British 
equivalent of the free territorial market of other countries. 
Nor would it be to the real interests of other countries, least 
of all of the United States, if this free access to the United 
Kingdom market had for any reason to be disturbed. The in- 
creased purchasing power and the measure of prosperity which 
have accrued to Canada, Australia, South Africa from the 
assurance of the open United Kingdom market for their 
products have been reflected in increased imports by those 
Dominions from the United States. The proceeds of their 
sales to the United Kingdom have been spent in good measure 
in the United States. 

But it is also an integral part of British policy to main- 
tain and expand our trade in both directions, in imports as 
well as exports, with all like-minded foreign countries. The 
United Kingdom tariff against foreign goods, agricultural and 
industrial, is still relatively moderate and the result is to be 
seen in the great and growing excess of imports into the 
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United Kingdom which I have already mentioned. Also in 
the striking fact recently pointed out by the Secretary of 
Agriculture that the United Kingdom buys more than one- 
half of the total farm exports of the United States excluding 
cotton. Another fact should interest the farmer, since there 
appears to be a good prospect this year that the United States 
will again have surplus wheat which it will desire to export. 
Every American farmer knows that he is protected against 
imports of wheat by a tariff of 42 cents a bushel. I expect 
that very few know that in our recent trade agreement with 
the Argentine Republic we undertook not to put a higher 
duty on wheat than 6 cents a bushel—and moreover that 
that undertaking applies to United States wheat also be- 
cause the United States receives most-favored-nation treat- 
ment in the United Kingdom. 

In these days of shrunken alternative markets and sudden 
changes in tariffs and quotas and other restrictions, it might 
well interest the American farmer to be assured that in some 
trade agreement this great British market and this favorable 
treatment of his products were guaranteed to him for a 
period of years in return for reasonable reductions in the 
United States tariff against some classes of typically British 
goods. As a diplomat I have to admit that I have not the 
least idea whether or not that is the feeling of the United 
States Government. I can only say for myself, like Dickens’ 
immortal character, that “Barkis is willing.” 

All that I have said so far-an commerce between the 
United States and the United Kingdom relates to the com- 
merce of merchandise, to the visible imports and exports 


which move in and out, and to the tariffs and other obstacles 
which impede that movement. I should like to turn for one 
minute to the more important and more congenial subject of 
the intangible and invisible commerce between our coun- 
triés, more important because it will have a far greater in- 
fluence than the exchange of merchandise in shaping what- 
ever may be the future relationship of the United States with 
not only the United Kingdom but with the whole British 
Commonwealth, more congenial because against this com- 
merce there can be no thought of tariffs, quotas, and other 
artificial barriers, and the only preference is the preference 
enjoyed by all of the common language. I refer to commerce 
of the things of the mind, scientific, artistic, literary, the 
commerce of knowledge and news—now communicable in- 
stantaneously to millions of people in our countries by broad- 
casting, radiophotography, telegraphy, and by that precious 
possession, a free press—and lastly by the commerce of travel, 
which from the United States to Britain this year must have 
passed all records and is likely to increase year by year in 
both directions by sea and air. 

This is the commerce, as much as the material com- 
merce of commodities, which Great Britain will exhibit and 
offer to the United States in 1939 at the New York World’s 
Fair. The British Government have been glad to accept the 
invitation of President Roosevelt to participate officially in 
this Fair. In that participation Great Britain intends to bring 
to the United States the best that she has. I have had no 
hesitation in informing my Government that we can feel 
assured of the warmest welcome. 


A New Declaration of Independence 
for America 


By FRANCIS P. GARVAN, President, Farm Chemurgic Council; Chemical Foundation, Inc. 
Before Third Annual Chemurgic Conference on Agriculture, Industry, and Science, Dearborn, Mich., May 26, 1937 


ORTHY toastmaster, most splendid governor, 
fellow members of Farm Chemurgic Council, ladies 
and gentlemen: 

I rise to make a protest. I came out here full of several 
great speeches, but I have been treated shabbily. I was first 
promised three-quarters of an hour at the opening luncheon. 
Fifteen minutes before, they said, ““We know your speeches, 
and we are confident that you can compress this speech into 
fifteen minutes.”’ That destroyed one. 

Then they said, “You will have a chance to make the 
principal speech at the banquet.” Then they sprung on me the 
governor from New Hampshire and this orator from Texas, 
and I am finally reduced and put down here, not at all as 
the speaker to make a speech, but merely to present a cup 
to these men of Texas. That may account for some of the 
fulsome compliments that I received. 

Texas is a thrifty state, but there is a reason for my pre- 
senting this cup and presenting the cup not to one man, but 
to the men of Texas. 

It is not alone the use of the southern pine for news- 


print that they have initiated; it is not alone as a Farm 
Chemurgic accomplishment, but in the crisis of this country’s 
history today they have stepped forward, called upon our 
fleeing people to stand and to turn about and begin the fight 
of a new revolution to free us from the heavy growing grasp 
and control of the British empire. That seems a big expres- 
sion to make. I am not going into it in detail, but I assure 
you that all the economic causes of the American Revolution 
are being duplicated in this country. 

Losing our liberties, as we are at home, we are also 
losing our independence as a nation. 

We are about to make a new trade treaty with England. 
One more farce, one more expression of foreign control. We 
will have no more to say about the basic terms of that 
treaty, our government will have no more to say about the 
terms of that treaty, than will Japan. That is a big expres- 
sion, but it is true. You must remember that practically 
everything that we are dependent upon today from abroad 
is in the hands or control of England. Rubber, tin, nickel, 
newsprint, pulp of all kinds, she definitely controls, and 


Francis P. Garvan 


519 





when you say she controls, there the close alliance between 
bankers and investments and government in England means 
government control. 

In addition to that control, she has extended all over 
the world foreign investments amounting presently to some 
$25,000,000,000. The influence of that fund has never been 
fully explored, but those funds are again in many, many 
instances invested in the tin of Malay, the rubber, sugar, 
other controls throughout. the world. They control Brazil 
and Argentine entirely through their financial connections. 
We do not know the full extent to which that $25,000,000,- 
000 is exerting control on international relations. 

England also controls the gold of the world with the 
exception of Russia and other minor areas. Within four 
years we have purchased $4,000,000,000 of gold, mainly 
mined in South Africa. 

In some strange way, our Congress was induced to pass 
over the control of the dollar to the Administration. The 
fathers were wise, they knew where power should rest as 
against foreign influence. They knew that changes in our 
currency should only be made after full hearing before finance 
committees, when the peoples of the country could be heard, 
but instead of that, what happened? The power over the 
dollar is passed over to the Administration. Some influence 
comes in and says, “Gold is selling at $20.67 an ounce. It is 
mainly coming from the mines of South Africa. Offer them 
$35, and take all they have got.”” Announcements were made 
that while we could buy a product abroad for $20.67, we 
were willing to pay $35 of American currency for the gold. 

What has been the result? We have taken the savings 
of the American people to the extent of four billions of 
dollars. Four billions of dollars. We have bought that gold 
and carted it down to Kentucky, and dug a hole there and 
put it back in the mine. 

You don’t need proof of who caused that. All you have 
got to do is do as I do. Remember just a trifle of your prac- 
tical education, and the English meaning of two words. Qui 
bono! For whose good was $35 an ounce set up as a price 
for the gold of England? Who has gotten the good of 
$4,000,000,000 of the savings of the American people in 
the form of bank deposits and United States Government 
Bonds bearing interest for the next 50 years which has been 
exchanged for that gold, whatever it may be worth? It may 
be as an evil in our midst, maybe a good, but for whatever 
purpose, we have served England’s purpose, and planted it 
in that hole in Kentucky. 

Ask yourself what control brought that thing about. 

Next, when we study international trade, it is mainly, 
probably eighty odd per cent, English trade. It is not alone 
the trade of goods between ourselves and London or South- 
ampton, it is the trade with all this $25,000,000,000 invest- 
ment. It is the trade with all her colonies, it is the trade 
in all the substances which she controls the world over, and 
when you study the world today, studying the League of 
Nation’s figures, you will find that so-called international 
trade is 80 per cent English, and so we announce the prin- 
ciple of government that we must extend international trade 
—again for England’s benefit. 

It was announced the other day—the Ambassador from 
England, Mr. Lindsay, announced that we are about to make 
a treaty. Of course, the law requires the Administration to 
consult the American consumer, and the American producers, 





but every day it is announced that the treaty is almost ready 
for signature. Mr. Lindsay knows confidentially about what 
American industry is going to be sold down the river, but 
no American manufacturer has been publicly consulted as 
yet, nor has the law been followed about first publishing the 
items which are to be traded in. But Mr. Lindsay announces, 
“Yes, we are gladly going to enter into a treaty with you, 
but it must be understood that that treaty cannot touch the 
trade between England and her colonies, that they must be 
allowed to have free trade between them or to give each 
other, or the mother country any preference which they de- 
sire to do.” 

What does that mean? We are going to trade with 
England, and she is going to have special treaties with all 
the colonies, and we must not touch the sixty odd bi-country 
agreements which England has already entered into and 
signed. There is nothing left for trade. We have been traded 
away. 

So it is that we must have a free press—and I don’t 
mean that the editors aren’t free feeling, but every business 
must be governed by the balance sheet, and if through con- 
trol of the price of newsprint I control the balance sheet, I 
cannot expect the editors to consistently go on attacking or 
exposing me. Foreign control gave our editors a twist this 
year in the form of a rise to $50. per ton for next year. What 
is to hinder foreign control next year from giving a twist of 
another $5. if they find the policies our editors prefer are 
American and not international, which means English. 

There is no such thing as international except in English 
service, and internationalism means British, and you only 
have to ask yourself at the end of any assertion of so-called 
international policy, for whose good is it ? Who is going to get 
the profit? The answer will pop out, “England” every time. 

You have only to study the treaties that have already 
been entered into, and nine-tenths of them appear to be for the 
benefit of British investments in the countries that treaties 
have been made witn. 

Now, in addition to England’s force itself, she has in- 
vested some six or seven billions of dollars in, our securities, 
or in our bank deposits or otherwise within the last few years, 
and don’t take that bunk about these being Swiss investments 
or Dutch investments. Where did they get the money? Is it 
produced on the snow-capped hills of Switzerland or on the 
banks and canals of Holland ? Yes, Holland is rich and Switz- 
erland is rich. They have got their savings of the centuries, 
but they were all invested four years ago and did they get any 
billions in the last four years to increase their investments? 
That is all part of the British investment of $25,000,000,000 
—not all, but ninety odd per cent. 

In addition to that, in addition to her own control and 
in addition to the control of her colonies, with which she can 
now make any kind of agreement she wants preferential to any 
agreement we may make, in addition to the force of her 
twenty-five billions of foreign investment, we find here in 
America her agents, headed by J. P. Morgan & Company and 
the ten or 11 banks that he controls, and the companies where 
they have been able to designate boards of directors who do 
not represent our stockholders at all, you begin to get some 
glimpse of the English control of this country. No wonder 
Mr. J. P. Morgan was the only citizen of the world who was 
invited into the royal box at the Coronation! 

They control our fire insurance. Through Morgan they 
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control our life insurance. They control shipping, and I have 
said they control practically every product we need from 
abroad. They control the policy of our government. 

Who passed the neutrality bill the other day? Why was 
it that Runciman came over here and proudly stood for you 
gentlemen photographers on the steps of the White House? 
What is going on in Europe? Are they getting ready for 
war? Did he, in his visit and the passing of the neutrality 
bill, exactly in accordance with England’s wishes, not an- 
nounce to Germany and Italy that we were on the other side 
in case of a war, at least to the extent of having passed a bill 
which made it possible only for the country of England with 
their billions of deposits here to come here and buy our goods 
in time of war? How far into that war is this policy and this 
control going to push us? 

If we do not stand and re-assert our independence, it is 
going to be a long slow fight to get that surety back, to get 
rid of that seven or eight or nine billions of dollars of invest- 
ment control in this country. 

Why can’t we find out where that investment is? Why 
won't the government take a census of it? I charge that Eng- 
land won’t let them, that J. P. Morgan won’t let the United 
States Government make a proper accounting of what the 
English own directly and indirectly in this country. For 
three years I have been asking for it. 


We published what we had invested in other countries 
down to the last dollar with all the accuracy that we could 
possibly accomplish it with, with the hope that they might be 
shamed into telling the American people what the billions of 
dollars of English investments in this country was composed 
of. 

I am told that they own 20 per cent of our chemical 
industry already. How much do we know of what they might 
own through stock control, through Morgan, and his bank, 
and his agents, and his satellites? We don’t know what is 
going on, but you can’t bring billions and billions of dollars 
into a country and keep that investment secret and still have 
any surety of your National economy. 

As the governor of New Hampshire has just said, he is 
setting an example by arranging to set up books for the 
people of his State—entering its debts and its liabilities, its 
foreign investments, and the investments of foreigners in his 
state, not with any idea of making any move against them, 
but merely to find out what the situation was. 

You saw the flurry in Wall Street two weeks ago when 
stocks were depressed 20 points. Who depressed them? Ab- 
solutely entirely stock sold from London. What do they want 
done in Washington which causes them to swing the big 
stick once more, and how many times are they going to 
swing the big stick against the people who are kept in ignor- 
ance of all these things and of all this surrender to England 
which is being put over under the name of internationalism? 

So I say to you that the men of Texas have stood up, 
and we have turned about-face, and we are going to give the 
newspapers of America the background and the fighting base 
that their supply is not going to be cut off, that the results 
of their balance sheets are not going to be at the beck and 


call of Rothemere and his friends in London, in other words, 
at the British government’s behest. 

When we think of this, why did the government oppose 
this pine paper development? Will anyone answer me that? 
Why would any loyal proper-thinking American oppose this 
development? Was there anything criminal about it? And 
yet from the first moment—you know the story. This ad- 
ministration has fought this development tooth and nail. You 
know the Ezekiel letter, and Ezekiel is supposed to be an 
economic advisor. Why would an economic advisor advise 
against this? On the ground that we must continue to im- 
port? To whose interest is it that we must continue to 
import? That we must continue to import so that foreigners 
may be in position to pay for our exports? At the same time, 
we were importing $4,000,000,000 of gold. Why wouldn’t 
that pay for some of our exports? Have you seen an old shirt 
or a peck of potatoes, or a pound of cotton that foreigners 
have bought with the $4,000,000,000 of gold and the 
$4,000,000,000 of currency we issued for it? For whose good 
was it that America be not allowed to develop its own news- 
print supply? 

So you can go right down the line where the powers 
affecting international trade have been delegated away from 
where the fathers in their sacred documents lay them. We 
have been sold down the river, and those powers are now in 
the hands of the Old Lady of Threadneedle Street in 
London. 

After meeting all this government opposition, and all 
the opposition of banking influences which England controls 
in this country, the supply of credit, and being turned down 
everywhere, I thought of my old classmate, Wirt Davis. I 
thought of a man who epitomized the boys of ’76, who had 
no fear of a foreign government and had no fear of the 
foreign influences within his own government, an able man, 
and I brought this problem to him and he called in others, 
Texans like himself. 

It is all said in the one sentence: His mother and he 
both were born in “Liberty,” Texas, so that the newsprint 
fight is in the hands of safe and sound and fearless Ameri- 
cans of the old school. You need not fear the result. 

All you have got to do is read the history of ’76. We 
will go on! We will have an independent American supply 
of newsprint paper. With the help of chemists, we will have 
an independent supply of rubber. We will find a substitute 
for tin. We have got all the nickel we want in Alaska, if the 
Administration will only prevent it from being bought up by 
some of the four billions of dollars of foreign gold. We will 
work it out. 

It is twenty years now that we have been at work fol- 
lowing the lead of that great man, President Wilson, who 
saw our dependence during the war and promised his God 
and promised his country that our people never would find 
themselves in that situation again. He is gone. We never will 
be dependent on Germany again, but in our lack of watch- 
fulness and in our delusion of high words, we have drifted 
into this situation, but like the men from Texas, we will 
take up the pikes and the year has come when the pikes 
are out. 
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Public Opinion and the Press 


IN POLITICS, ECONOMICS, AND SCIENCE 
By CARL W. ACKERMAN, Dean, Columbia School of Journalism 
At Annual Meeting of National Industrial Conference Board, New York City, May 27, 1937 


E are all aware, I think, of a new force in public 

W\ affairs. That force, which we call public opinion, 

is directly related to economic and social changes 

in the United States and throughout the world. This is a 

challenging situation because practically all the information 

available anywhere resolves itself into some one’s opinion of 
public opinion. 

I wish to emphasize those two points at the beginning. 
Public opinion is a literally stupendous force which many 
of us believe is determining the course of civilization, while 
our knowledge of how it functions, how it is influenced, how it 
is related to the press and radio, whether on specific issues 
its source is Washington, Moscow, Rome, or in the homes of 
workers and farmers, is largely a matter of personal observa- 
tion and opinion. 

Since 1911 I have had some opportunity of observing, 
reporting, and studying public opinion throughout the United 
States and in thirty-four foreign countries. It has been my 
good fortune to have had this experience as a newspaper man, 
as a public relations officer of several large corporations, and 
as an educator. The substance of this experience may be stated 
in one proposition: That the time has come for journalism, 
industry, and education to cooperate in bringing about a 
transition from casual observation to a scientific study of 
public opinion. 

One significant aspect of contemporary affairs is the wide- 
spread interest in the printed and the spoken word. From the 
White House to the mines and farms, from the mills and 
factories to executive offices of industry, labor, and finance the 
press and the radio are actively in the consciousness of the 
people. 

This interest is much deeper than a routine desire for 
news and entertainment. It is fundamentally related to eco- 
nomic and social changes in the United States and abroad. 
Through the press and the radio, ideas are traveling with 
the speed and force of lightning. The printed and the spoken 
word are the agencies of public communication. Mankind 
is thinking and is articulate. This makes public opinion today 
probably the most powerful force in world affairs. Because 
it affects all of us personally, because it is directly related 
to the problems of management and the development of indus- 
try, and their relation to our national economy, we are all 
searching for information upon which we can base a judg- 
ment and plan a course of action. Industry, journalism, and 
education have a common interest in public opinion because 
they are composed of independent units dependent upon 
democratic institutions. 

If politics were the only approach to an understanding 
of public opinion and if participation in political party activi- 
ties were the sole means of influencing the trends of public 
thinking and action, our chance of escaping control of our 
national affairs by either the extreme right or the radical 
left would be too limited to be comfortable. The trend of 





public thinking appears to be in the direction of the socializa- 
tion of activity and the centralization of authority. It is doubt- 
ful, I think, whether property rights and liberty, as we have 


been considering them, can be successfully defended, in the. 


future, in the courts or before legislative assemblies. It is 
problematical whether the momentum of mass opinion can be 
stopped in Washington, either at the White House or by the 
United States Supreme Court. Whether this movement origi- 
nated in the capital or because of capitalism, is an academic 
political question which it is not my prerogative to debate. 

In discussing the role of the press as a factor in public 
opinion and economic changes, I am confronted with the 
realities of today and the trends leading to Tomorrow. These 
manifestations indicate that history today is being made in the 
realm of public thought and that the future character of our 
property rights and liberties will be determined by public 
opinion. 

This would be a terrifying picture if politics were the 
only approach to an understanding of mass opinion, or if 
free publicity in the press or on the radio, the platform, and 
the screen were the only instrumentalities available to religion, 
education, industry, and the professions to maintain their 
respective rights in democracy. 

Our perspective of the fundamental problem involved 
will be clearer, I think, if we eradicate from our minds the 
fixed notion of so many businessmen that publicity, public 
relations, and public opinion are synonymous. I am not con- 
cerned here with the desirability or the technique of obtain- 
ing favorable publicity for individual leaders or with the 
building of good will for industry. Our concern, it seems to 
me, should be with the causes of the trend toward socializa- 
tion and centralization; with the reasons for the momentum 
of mass opinion; with the methods which have been used and 
are being utilized to separate our people into suspicious and 
hostile groups. The national state of mind which considers 
the opinions of citizens outside of government, labor, and 
agriculture as being dominated by selfish interests and motives 
and thereby contrary to the public welfare is becoming as 
dangerous to democracy as the united front of the totalitarian 
state. Therefore, the whole relationship of public opinion to 
recent changes in the economic policies and the administrative 
practices of government is of the greatest moment to all of us. 

Until the outbreak of the World War it was everywhere 
assumed that public opinion, clarified by general education, 
assured the continuation of representative government and 
free institutions in the United States. Democracy was re- 
garded as public opinion made dynamic by free speech. Since 
the armistice, although the circulation of newspapers and 
periodicals has increased and radio broadcasting has expanded, 
these confident assumptions are challenged or denied. 

Is this because public opinion has been turned from its 
true purpose or is it because public opinion has been sup- 
pressed? If public opinion simply is being or has been sup- 
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pressed and, if liberated, would be expressed again as it was 
prior to 1914 in devotion to the same ideals, then our task 
is one of uncovering and defeating the influences that stifle 
public opinion and thereby destroy free institutions. If, on 
the other hand, public opinion has been turned to the willing 
acceptance of the Fascist or the Communist theory of the 
state, then it is of the utmost importance to study the stimuli 
and their relation to the press and the radio. 

The approach to the study of the larger aspects of public 
opinion must, for these reasons, cover more than the mere 
physical channels or the utilization of these channels by gov- 
ernments or by militant minorities. There must be a scien- 
tific study. These problems cannot be solved by casual obser- 
vation, or by the expansion of industrial public relations, or 
by the concentration of legal forces in Washington or by 
multiplying the readers of Kent, Thompson, Sokolsky, and 
Lippmann or by group meetings. 

These problems are not exclusively American. In South 
America, in the Orient, in the Scandinavian countries, Hol- 
land, Switzerland, Czechoslovakia, and the British Empire 
public opinion is one of the important national concerns. In 
a lecture at the University College of Wales recently Pro- 
fessor E. H. Carr discussed it in relation to foreign policies 
and peace. 

“The intellectual,” he said, “has an immense role to fill 
as the leader of public opinion. But in order to lead it, he 
must keep in touch with it. The political thinking of the 
intellectual once it divorces itself from the political thinking 
of the man in the street, is sterile.” 

Is it not possible that one of the reasons for the cleavage 
of public opinion in this country is the sterility of individual 
opinions of public opinion? 

To develop the proposition that journalism, industry, 
and education should cooperate in bringing about the transi- 
tion from casual observation and opinion to a scientific study 
of public opinion, I shall endeavor to present my point of 
view by examining two specific situations: 

I. The relation of the government, particularly the 
White House, to the press and the radio as factors in public 
opinion and economic and social changes; 

II. The relations between business and journalism. 

I 

In 1933 and 1934 when the newspaper publishers and 
editors of the United States believed that the freedom of the 
press was endangered by the proposed NRA code, they re- 
ceived no support from education, religion, the professions 
or industry. They fought alone, without aid or comfort from 
their readers or advertisers, and were widely accused of the 
desire to protect the publishing industry by the blanket ap- 
plication of the Bill of Rights. In the end they succeeded in 
obtaining a freedom of the press provision in the code. At 
the time it was repeatedly pointed out by the newspapers 
that the government was building a formidable publicity 
machine which was destined to have a profound influence 
upon public opinion. This machine was organized to serve 
every opinion-making group in the country, and to utilize the 
press, the radio, the screen, and the public forum. How many 
businessmen sensed the significance of this warning at that 
time, when public emotion was being forged into public 
opinion? 

This situation had an important bearing on the relation 
of the press to public opinion, on the relation of the White 





House to the press and the newspaper publishers to politics. 
In this complex situation the President discovered, if he did 
not know it, that he could circumvent the political and per- 
sonal partisanship of the publishers, by three equally effective 
and coordinated courses of action. First, by creating and domi- 
nating the news of the day, secondly by utilizing the radio 
for public addresses, and thirdly by building up in the public 
mind the thought that there was a distinction between what 
was printed about the President and what he himself said. 

It is unnecessary to expand these statements other than 
to direct attention to a fundamental factor common to all 
the instrumentalities of public communication, namely, that 
news, editorial comment and interpretation; radio news broad- 
casting, comment and interpretation, and news-reel releases, 
all are chiefly concerned with the newest development of 
timely public interest. By giving thought to this factor and 
by acting accordingly, the President’s point of view, his in- 
tentions, and his arguments were brought to the attention of 
the people daily. This situation prevailed throughout the first 
administration and the campaign. 

I have outlined this relationship between the government 
and public opinion not because of the political implications 
but because the role of the press in public opinion must be 
considered first of all from the standpoint of the distribu- 
tion of news. The press is not the few newspapers you or I 
read, or the two or three large chains of daily newspapers. 
The press consists of nearly two thousand independent daily 
units and upwards of eleven thousand independent weekly 
newspapers. It is also three large press associations and cor- 
respondents and syndicates serving dailies and weeklies with 
the newest developments of timely public interest. The in- 
fluence of the daily flow of news is undoubtedly very great 
because statisticians can chart, with considerable degree of 
accuracy, the impact of the news on public opinion. 

Since the election there has been considerable discus- 
sion of the question of the influence of the press because it is 
claimed that the great majority of daily newspapers opposed 
President Roosevelt’s re-election. These claims are largely 
based upon publisher opposition, without giving any weight 
to the character and distribution of news. The claims can 
be disproved by additional evidence. First, there is the ob- 
vious fact that there is a difference between the number of 
newspapers which opposed the President and their circula- 
tion which is the point of public contact. Secondly, through- 
out the campaign the President averaged a larger share of 
editorial support, even in the newspapers whose owners were 
opposing him, because the bulk of editorial comment was 
based upon news developments not upon partisan or personal 
politics. Thirdly, the Gallup studies of public opinion 
throughout the campaign revealed that the people were mak- 
ing their decisions along economic, rather than political lines. 
By separating editorials into these classifications, a study of 
editorial comment in several hundred newspapers through- 
out one month of the campaign, showed that the President’s 
arguments dominated the editorial interpretation and com- 
ment. 

It would be most unwise, I think, for businessmen to 
conclude that President Roosevelt’s re-election was due to a 
decline in the public influence of the press. 

Furthermore, in 1936 and at the present time, the 
daily editorial reiteration of the Daily News is having prob- 
ably as profound influence on public opinion and economic 
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and social changes in New York City as the activities of the 
Federal government. If you will read the Daily News edi- 
torials which reach a larger daily audience than the Times, 
Herald Tribune, World-Telegram, and Sun combined, I 
think you will agree with me that circulation is a better 
basis for measuring the influence of the press on the think- 
ing of mankind, than the addition of publication units, even 
when they are as eminent and powerful as the four I men- 
tioned. j 

“We are making history in these days faster than ever 
before,” James Truslow Adams said recently. Personally, 
I think it is being made in the realm of public thought and 
the newspapers; and radio broadcasting stations which news- 
papers own and operate, are having a literally stupendous 
influence. But what businessmen should have is not my opin- 
ion based on personal observation but the facts, which can 
be obtained through scientific study. What industry needs 
are facts which scientific research in the field of public opin- 
ion will bring to light. 

II 

The second specific situation to be examined is the rela- 
tion between business and journalism. Newspapers also need 
more facts about public opinion and their own obligations 
and responsibilities to the public. Studies should be made of 
the impact of news and editorial policies and practices on the 
social and economic consciousness of the people. 

Every citizen in the United States today is participating 
in a world war of ideas. This war may be as destructive 
of property rights and individual freedom, of institutions and 
of family life as a war involving material resources. In this 
modern warfare the printed and spoken word may in the 
end be the decisive weapons. Therefore, every man or woman 
who reports, edits, or interprets facts and ideas today which 
are directly or indirectly related to the social and the political 
sciences, has a public responsibility superior to either profes- 
sional or commercial interests. In the case of democratic 
nations, this involves the necessity for new orientation within 
the profession and industry of journalism because the claim 
of the press in totalitarian states that it is economically free 
is known and is being discussed in the United States. As pub- 
lic opinion in this country is divided on economic lines, this 
foreign argument may some day be used effectively to sub- 
stitute economic freedom of the press for our present interpre- 
tation of the Bill of Rights. 

Unfortunately, both for the press and for the people, 
newspaper publishers, editors, and writers are sensitive to 
criticism of their practices and policies. This lack of informed 
public criticism retards professional progress because it places 
the necessity for changes largely on a circulation or adver- 
ising basis. Unfortunately, also, as you are doubtless aware, 
no businessman today would dare to criticize, even in a 
friendly way, journalistic practices and judgment which re- 
sult so frequently in inaccuracies and distortion. 

This relationship between business and journalism, be- 
tween the church, the state, and the professions and journal- 
ism must be changed or the movement toward the socialization 
of activity and the centralization of authority will dispose 
of a free press. And when that comes, the freedom of busi- 
ness and of religion will follow. 

I mentioned inaccuracies and distortion. These are harsh 
words. Because of my admiration for the achievements of the 
press, for the character and integrity of the personnel, and 





my faith in the future of the profession, I use those words 
only because the responsibility for discussing the role of the 
press imposes the obligation of criticism as well as defense. 
Most of the inaccuracies today are due to carelessness or to 
traditional news practices. Only an insignificant fraction of 
the inaccuracies is due to any other cause. The distortion 
of news is largely due to re-write practices within newspaper 
offices resulting all too frequently in incorrect emphasis upon 
incidental facts or expressions of opinion which convey, un- 
der prevailing headline practices, a distorted perspective of 
the subject matter or the individual involved. 

Every time specific instances have been brought to my 
attention and I have investigated them, I have absolved the 
individual from any intentional wrongdoing. The faults of 
the press today are due to the prevailing system of reporting, 
rewriting, headline writing, and make-up. These involve tech- 
nical problems as much as they do news judgment and edi- 
torial policies. 

If inaccuracies and distortion were solely due to the press, 
these matters could be dealt with by newspaper men behind 
closed doors and could be changed within a measurable pe- 
riod of time. But the politician, the businessman, the preacher 
and teacher, the labor leader, the lecturer, the movie star, 
the racketeer, the sportsman, the speculator, the doctor, the 
lawyer, the engineer and in every community federal, state, 
and local public officials, legislative, executive, and judicial 
departments are all competing with each other for public at- 
tention. To achieve their objective they “create news.” In 
many instances they are themselves responsible for inaccuracies 
and distortion. They overemphasize their own facts and 
overplay or exaggerate their own expressions of opinions for 
publicity purposes. Newspaper men are confronted every day 
by such a volume of material that editing and publishing 
is an endless vigil to sift intelligible news from this glut of 
matter. If you could see what is discarded daily by a single 
newspaper or press association, I think you would be amazed 
to find how good the selection really is when compared with 
the material submitted for publication. 

But whether the selection is good or bad, the prevailing 
relationship between business and journalism results in too 
many inaccuracies and in too frequent instances of distortion. 
During periods of industrial disorder the trend of the news 
and of news and photographic display tends to become so 
fixed to one point of view, as to raise a serious question in 
regard to the objectivity of the press. Should there not be 
a scientific study of this whole situation to determine the 
causes and the effects of the relationships between industry 
and journalism which at present may be accelerating the 


thinking of mankind in a direction hostile to the freedom of 


business and of the press? Scientific research, it seems to me, 
gives the only promise for a true perspective of our common 
problems. They cannot be accurately analyzed by casual ob- 
servation or solved by emergency action. To understand the 
causes of the present momentum for economic and social 
changes we must study the press and the radio, not from 
the superficial point of view of how to utilize them to build 
good will for industry, or to maintain our individual or group 
philosophies, but from the standpoint of their relationship 
and their responsibilities to the thinking of mankind. The 
continuation of the status quo will lead inevitably to chaos 
or to centralized control. Based upon our present knowledge 


‘of public opinion we cannot chart a course to reach a pre- 
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determined goal. We all have faith in scientific research 
in materials and matter. Is it not time for us to attempt a 
scientific approach to the study of the intangibles and the 
mponderables of public opinion which are responsible for the 
mass movement demanding hasty action and immediate 
change? 

Politics cannot stop the momentum of mass thought in 
any direction—to the right or to the left. Politicians can 
only yield. Science can and must lead. The hope for our 
civilization to escape the disastrous consequences of central- 
ized authority and expression, is for science to endeavor to 
substitute the discipline of scientific knowledge for the op- 
portunism of politics. 

Science holds the key to the future of independent indus- 
try as well as to the freedom of the press. Industry and the 
people have a common interest in the printed and spoken 
word. Science can bring them together more rapidly and more 
peacefully than economic arguments or political action be- 
cause science is fundamentally impartial, impersonal, and 
reliable. 

This, I think, is a realizable ideal. 


Twenty-four years ago Dr. Edwin E. Slosson, author 
of “Creative Chemistry” and one of the pioneer interpreters 
of science, lectured at the School of Journalism on the ne- 
cessity for an understanding between science and the press. 
Science, he repeated, is news, not the freakish and sensational 
stories which were currently printed, but the truth about 
science and scientists. In the intervening years there was a 
complete change in the perspective of the press and of science. 
Scientific developments and the interpretation of science 
moved simultaneously in the same direction, contributing, 
through cooperation, to the social and economic welfare of 
mankind. This year Columbia University awarded the Pul- 
itzer prize for reporting to five reporters for their distin- 
guished services to science at the Harvard University Ter- 
centenary. Within a brief span of years, Dr. Slosson’s ideal 
was realized. 

It is my conviction that a similar change can be brought 
about between industry and journalism. Through cooperation 
and with the aid of science, I think the role of the press 
as a factor in public opinion and economic and social changes 
can be of infinite benefit to mankind. 


The Social Importance of 
Scientific Work 


By HAROLD C. UREY, Professor of Chemistry, Columbia 
At Dedication of New Building of Mellon Institute, May 6, 1937 


[ CONDENSED ] 


ODAY I wish to mention two technical developments 

of fundamental importance: the fixation of atmospheric 

nitrogen, and the hydrogenation of coal. The credit 
for these two must be given largely to German scientists. 
That this is true is not the result of chance, for Germany 
was the first great nation to realize fully the important 
connection between science and industry. The United States 
has only grasped this connection since the World War. It 
has been recognized in the Scandinavian countries, but their 
limited natural resources have not permitted its full develop- 
ment. It is apparently appreciated by the new Russian gov- 
ernment and by England and almost not at all by any other 
countries. 

The fixation of atmospheric nitrogen is accomplished 
today by a chemical reaction between nitrogen and hydrogen 
to form ammonia and is known as the Haber process. Simple 
chemical processes convert this into substances suitable for use 
as plant food, or for use in the manufacture of dyes and 
explosives. This development illustrates the close co-opera- 
tion of the sciences, pure and applied, in a problem of this 
kind. Thermodynamics, which was developed by physicists 
of the nineteenth century, was first to show that the process 
was possible. This study shows that, under high pressures, 
this reaction is possible and that it is favored by low tempera- 
tures. However, it does not show how fast the reaction takes 
place. Studies by physical chemists showed that a catalyst 
is necessary and that the reaction proceeds more rapidly at 


higher temperatures. A compromise is necessary and maximum 
yield favored by low temperatures must be balanced against 
the time required which is less for high temperatures. The 
production of nitrogen from the air for use in the process 
is accomplished by the distillation of liquid air produced by 
physical methods. The hydrogen needed is secured by chemical 
methods from water and coke. Special alloys are necessary, 
since hydrogen gas passes through ordinary steel at high 
temperatures and pressures almost as readily as water through 
cloth. These many factors require the co-operation of chem- 
ists, physicists, and metallurgists for their successful solution. 
And, in fact, the successful process is built on careful scien- 
tific work of nearly the entire century preceding the actual 
commercial production of ammonia in this way. At the be- 
ginning of this century, no method of removing nitrogen 
from the air was available. Without this element, the fer- 
tility of soils could not be maintained in order to produce 
the food supply for the present large populations of the 
earth. Today the problem has been completely solved, and 
the fertility of our agricultural areas so far as nitrogen is 
concerned can be maintained. The ammonia produced is also 
essential for the production of many dyes used so widely 
today; in fact, Solomon, in all his glory, would look rather 
shabby today. It is also essential for explosives, which are 
used far more for peaceful than for military purposes. Some- 
where in industry, about five pounds of ammonia produced 
by this means are used yearly for every man, woman, and 
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child in the United States and Europe. 

Our petroleum supply is limited, though few attempt 
to guess how long our natural supply wil] last. Because of 
the discovery of new fields, we always appear to have an 
adequate supply for the next ten or twenty years in spite 
of an increasing rate of consumption. But we all agree on 
one point at least. The rate of consumption of oil deposits is 
considerably greater than the rate of geological deposition of 
oil, so that sometime consumption will overtake deposition. 
Liquid fuel is a necessity in our minds at the present time. 
The development of the hydrogenation of coal by Bergius as 
a means of producing liquid fuels and lubricants, if not im- 
mediately useful in competition with natural petroleums, is 
a comforting backlog against the day of ultimate exhaustion 
of this black liquid. The method of development follows 
much the same general outline as the development of the 
fixation of nitrogen. The magnitude of the development illus- 
trates the faith that must be put into modern scientific de- 
velopments. I have been told that the I. G. Farbenindustrie 
expended 150,000,000 gold marks in the development of this 
process. I cannot guarantee the exact accuracy of this figure, 
but its order of magnitude is probably correct. The time is 
past when a few test tubes, a piece of string or a wire is 
sufficient apparatus for scientific discovery. Our problems to- 
day are more difficult than those a century ago. Yet each new 
problem can be attacked with confidence, because the theo- 
retical knowledge and technical facilities, developed in the 
past, are available for the new problems. 

These two problems were undertaken from the stand- 
point of national defense, the first during the World War in 
order to supply explosives when Germany was cut off from 
the Chilean supply of nitrates, and the second during recent 
years with the object of giving that country an internal 
supply of liquid fuel in preparation for another war. I sug- 
gest that the Mellon Institute should discover some chemical 
which would stimulate such creative endeavor for the arts of 
peace instead of under the stimulus of the belligerent and 
destructive human instincts. 

It is of interest to mention briefly another development 
which is taking place at the present time. We are all aware 
of the importance of artificial silk at present, and the rapid 
growth in its use and production in recent years. The silk 
worm, sheep, and cotton plant are evidently not the most 
efficient producers of textile fibers. Cellulose, the woody 
material of plants, is suspended in caustic soda solution 
giving a viscous material which is then shot through fine 
holes into an acid solution. The acid neutralizes the alkali 
regenerating the cellulose in the form of a fine thread. This 
can be spun into fabrics resembling in physical properties the 
product of the silk cocoon, but it is very different in chemical 
composition from: this natural silk. It can be made at such 
costs that it is an important competitor, not only of silk but 
also of cotton. But other synthetic textiles are coming. Two 
regiments of the Italian army are wearing imitation wool 
uniforms made from the casein from skimmed milk; further- 
more, such textiles can be made from meat scraps. In the 
future the less tender cuts of meat will appear as a lady’s 
smart spring suit or as a man’s trim dress suit. This year, 
wool textiles for women’s suits are on the market containing 
some 70 per cent artificial silk. They have the desirable qual- 
ity that they do not crease. Artificial textiles and fabrics are 


in this interesting stage of being created in our chemical 
laboratories such that various desirable qualities can be con- 
trolled at will. 

This development brings before us some disturbing by- 
products of the applications of science to industry. In times 
past, industries were born, lived, and died at leisurely rates 
so slowly that society adjusted itself to the change without 
more than grumbling complaints. Today industries are often 
born, grow to maturity in a year or so, and are then often 
murdered. The change is so rapid that people cannot adjust 
themselves to it, and even though the end result is beneficial, 
the intermediate situation may result in actual want and 
privation for many people. The fixation of atmospheric nitro- 
gen ruined the Chile nitrate industry; artificial silk has 
caused difficulties in Japan and also has contributed in all 
probability to the difficulties of cotton farmers in the South. 
Will artificial wools ruin our sheep farmers in the West? 
To change the type of crop grown in a section of the farming 
area of this country requires approximately the time of one 
generation. People, especially older people, change the habits 
of a lifetime slowly. These are real difficulties which have 
been considered too little or not at all. After all, each of us 
has but one life to live and that life is our most valuable 
possession. We should not overlook and excuse the sentence 
of poverty, privation, and disappointment on an innocent 
fraction of the population on the grounds that the result is 
good for the greatest number, nor should we excuse our re- 
sponsibility in the matter because of the indirectness of the 
method. Some thought on these problems might make us more 
co-operative in solving such problems and, who knows, if we 
gave the matter some thought, we might even supply a good 
idea from time to time. 

The future cannot be estimated as the past can be evalu- 
ated. However, those of us most closely in touch with present 
scientific developments are certain that the present technical 
applications of science are only a substantial beginning. We 
have found that we have not been able to foresee develop- 
ments of a few years ahead. The results of our work com- 
pletely outdistance our dreams. We only can state that many 
fields have hardly been touched with careful and logical scien- 
tific methods. So far as we can see, the only limitation to 
the future developments lies in a limitation of the number 
of capable men for this work. Certainly the expenditures for 
research pay such handsome dividends in new articles of 
commerce that we cannot afford to economize in this direc- 
tion. But find the men! That is the problem. Farmers’ and 
ministers’ sons often make good scientists, and perhaps even 
the sales force might contain a good brain or two. The scien- 
tific group are such that such proseliting is justified. You 
note that I speak with the prejudices of the techni€al group; 
others may disagree with me. 

So far we have largely been using our natural capital, 
the naturally occurring and readily available resources of the 
earth’s crust. This age is often referred to as the age of 
steam, the age of electricity, the scientific age, etc. None of 
these are sufficiently broad to describe an age of the length 
of the old stone age, or the new stone age. I think this age 
may be referred to five thousand years from now as the age 
of dissipation. It will be the age during which man completely 
scattered in fine dust over the face of the earth and the 
oceans all the natural resources of the earth’s crust. It may 
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be thus regarded if enough remains of our metals and sources 
of energy to support a civilization such as ours at that date. 
Man may be back in the stone age and on the way to extinc- 
tion at that time. 

In the not-too-distant future, man must live on his in- 
come consisting of energy arriving from the sun. This source 
does not appear to be disappearing as rapidly as petroleum 
and coal and may last a billion years yet. But how make use 
of it? Perhaps the physicist and his technical children may 
solve this problem by sun engines. I have more hope for 
the success of the biologist and chemist. The new knowledge 
of heredity has been applied to agricultural problems in only 
an empirical hit-and-miss fashion up to the present, and chem- 
ical research on agricultural products is still in its infancy. 
In the future, we probably will grow our fuel supply by 
plants especially developed for the purpose. Our supply of 
metals appears more discouraging. Will our descendants 
drudgingly mine our waste dumps for those precious metals, 
iron, aluminum, tin, lead, and others? Our income of metals 
from space in the form of meteorites is wholly inadequate. 
The probability of conquest of Mars and Venus is rather 
remote. This beautiful and delightful spending of capital will 
go on for a while yet but eventually must stop. These readily 
available resources have enabled us to get a powerful knowl- 
edge of nature which is the heritage of those who follow. 
Perhaps they will be as clever as we, and we can only hope 
tar wiser. The human organism has a remarkable adaptability 


and the necessary scientific discoveries and industrial develop- 
ment will come. In the list of recent developments given 
above, more than half apply to products derived from mate- 
rials which are renewed as we use them. Our research will 
move in this direction in the future. 

Scientific men on an occasion of this kind regularly re- 
fer, as I have, to the social importance of their work and 
justify it on those grounds. We do this because we believe 
sincerely that this is true. We are satisfied with modest sal- 
aries because of our own personal satisfaction in work well 
done. This work has a permanence and lasting stability, that 
the work of few other professions has. I believe I speak for 
the vast majority of all scientific men in this Institute, in 
industrial laboratories, and in our Universities. Our object 
is not to make jobs and dividends. These are the means to 
an end, mere incidentals. We wish to abolish drudgery, dis- 
comfort, and want from the lives of men and bring them 
pleasure, comfort, leisure, and beauty. Often we are thwarted 
and our efforts perverted to other ends, but in the end we 
will succeed. You may bury our bodies where you will, our 
epitaphs are written in our scientific journals, our monu- 
ments are the industries which we build, which without our 
magic touch would never be. This is our statement of our 
pride in our work. We hope that those who work with us, 
capital and labor, will carve their names on these monuments 
with the same pride in their work that we take in ours. 


Children of the Rich and Children 
of the Poor 


THE WAGES AND HOURS BILL 
By ROBERT H. JACKSON, Assistant Attorney General of the United States 


: Before Joint Congressional Committee on Constitutionality of the Bill, June 2, 1937 


OR years we have heard easy lip service “in principle” 

to the commonplace that it is bad for America, eco- 

nomically as well as socially, to have child labor, sweated 
labor, low standards of living, inhumane and unhealthy 
working conditions. 

Today we are considering something more than “ap- 
proval in principle” of these ideas. We have an effort, in the 
specific and exact terms of a bill, to make this devotion to 
ideals statutory instead of merely rhetorical. 

Bringing principles down to statutory reality is a tough- 
minded process. It means making decisions, practical de- 
cisions, on the balance of advantage and disadvantage, in the 
face of legal ambiguity, economic variation, and the human 
limitations of administration. It often means choosing the 
lesser evil, and making the choice work. 

1 have been asked by the chairmen of both of these 
committees to discuss the constitutional problems suggested 
by the pending bill. I undertake this discussion in what I 
hope will be a realistic way, on the assumption that these 
committees are interested in finding a way to insure decent 
labor conditions for the submerged third of our population 


rather than in regretful excuses why nothing can be done. 

At the outset there is a popular and widespread impres- 
sion that Congress rightfully has nothing to do with labor 
standards or working conditions in industry and that any 
effort to improve them must be a subtle encroachment on 
local government and a subversion of constitutional limita- 
tions. This misunderstanding is laid at rest by the recent 
statement of Chief Justice Hughes writing for a unanimous 
Court that “The Congress in exercising the powers confided 
to it by the Constitution is as free as the States to recognize 
the fundamental interests of free labor.” (Kentucky Whip 
Co. vs. Illinois Central, 299 U. S. 334.) 

The power confided to Congress which this bill proposes 
to exercise, and in exercising, to recognize the fundamental 
interests of free labor, is the expressly given power to regulate 
commerce among the several States. The constitutional basis 
for the proposed legislation will appear from an examination 
of the scope of this power. 

The Supreme Court has upheld various types of regula- 
tion of interstate commerce upon several distinct constitu- 
tional theories. The attempt is to consolidate in a single bill 
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all hopeful approaches to constitutionality, each complete in 
itself, so that if one or more falls at the hands of the Court, 
we will not be left for an interval while a new bill is being 
adopted. The result is that there is some overlapping in its 
provisions, but no inconsistency in the operation or its objec- 
tives. 


Different judicial theories of the commerce power, which 
this bill invokes may be classified as follows: 


1. There is the power directly to regulate or prohibit 
movement across State lines of goods deemed for any reason 
to offend against sound national policy. This power has been 
applied in many cases and denied in but one, the famous 


Child Labor case to be discussed later. 


This bill invokes that power to regulate and prohibit 
by directly forbidding transportation of the products of labor 
of children under 16 years of age, which ought not to be 
accepted in any fair market, and products made under con- 
ditions where workers are denied the right of self-organiza- 
tion by fear of labor spies and where their right to strike and 
to enforce collective bargaining is rendered ineffective by the 
use of professional strikebreakers. Such use of espionage and 
of professional strikebreakers is both a provocation of violence 
and an excuse for it and offends against our national policy. 


2. Congress has the power to regulate competition in 
interstate commerce. It has exercised this power without 
question since the adoption of the Sherman Anti-Trust Act in 
1890 and again through the Clayton Act and the Federal 
Trade Commission Act. 


In the exercise of this power Congress has prohibited 
certain practices deemed injurious to competition in inter- 
state commerce. It has prohibited many acts in themselves 
local, by employers engaged in productive industry, but which 
tended to monopoly or to destroy competition. 

Under this power Congress has prohibited, under cer- 
tain circumstances, the acquisition of the stock of one cor- 
poration by another. It has defined and prohibited unfair 
methods of competition. 

What then may be said of the employer who cuts wages, 
employs children, and sweats labor, for the purpose of gain- 
ing a competitive advantage in marketing his product in an 
interstate market? As pointed out by Professor Thomas 
Reed Powell of the Harvard Law School and by other 
students of constitutional law, since Congress has the power 
to regulate conditions of competition as it has done through 
the Anti-Trust Acts, it may likewise prohibit the securing 
of a competitive advantage in interstate commerce through 
the adoption of oppressive and sweatshop labor conditions. 

It will be noted that Part IV of this bill proceeds upon 
this theory and its provisions may be sustained, without over- 
ruling the child labor case. The factual basis for this view 
is that by prohibiting the use of substandard labor conditions 
by those who compete with employers who use fair labor 
standards, the great majority of employers who really desire 
to treat labor fairly are thereby protected against the unfair 
methods of competition of those who utilize sweatshop 
methods to gain a competitive advantage. 

And since Congress may regulate the conditions of 
competition in interstate commerce, it may protect the fair 
employer shipping in interstate commerce against the unfair 
competition of even his intrastate competitor under the doc- 
trine of the Shreveport Rate Cases, 234 U. S. 342, a case to 





which the Supreme Court had occasion to allude with ap- 
proval in the recent Wagner act decision. 

3. The power to regulate commerce includes the power 
to eliminate labor conditions which lead to labor disputes 
which will directly burden or obstruct commerce. (National 
Labor Relations Board vs. Jones & Laughlin.) This power 
is invoked in eliminating excessive hours, inadequate pay and 
child labor in so far as they tend to provoke such labor 
disputes. 

4. The power to regulate commerce is held to include 
the power to prohibit transportation of goods into States in 
violation of the laws of such States and making such inter- 
state goods subject to such State laws. This doctrine is sup- 
ported by the decisions involving prison-made goods. (Ken- 
tucky Whip & Collar case, Jan. 4, 1937, and Whisfield vs. 
Ohio, 299 U. S. 431.) This bill invokes this constitutional 
power by prohibiting consignment of goods into a State if 
produced under conditions that would have been unlawful 
within that State. 

5. The power to regulate commerce has been held to 
include power to eliminate a condition which affects the 
movement of goods, the price of goods, or which causes 
undue price fluctuations in interstate commerce. This doctrine 
is set forth in the cases relating to the regulations of stock- 
yards and grain exchanges. (Olsen case, 262 U. S. 1; Staf- 
ford case, 258 U. S. 495.) This bill invokes this power by 
eliminating from interstate commerce goods produced by 
substandard labor conditions which affect interstate commerce 
in the manner stated. 

6. The power to regulate interstate commerce has been 
held to include the power to regulate conduct intended to 
divert or substantially affect the movements of goods in 
interstate commerce. This is the doctrine of the Coronado 
Coal case, 268 U. S. 295. This bill invokes such power to 
regulate such substandard labor practices as are found to be 
the result of an intention to divert the movement of goods 
in interstate commerce. 

It will be observed that these theories of the interstate 
commerce power, as laid down by the Court, are complicated 
and overlapping and that some could be directly and auto- 
matically applied while others could be applied only where 
circumstances were found to warrant. 

It was therefore inevitable that any bill which tried to 
use these available weapons to fortify itself against the con- 
stitutional attack which labor and commerce legislation al- 
ways faces, should to a considerable extent sacrifice simplicity. 
For neither the subject-matter of the bill nor the legal 
theories underlying it can with practical safety be reduced 
to any one simple formula. But the bill is believed not to be 
conflicting within itself or self-defeating. 

In addition to rigid and direct exclusion from the chan- 
nels of interstate commerce of those products made under 
conditions deemed oppressive at any time and under any 
circumstances, such as labor of children under 16, spied-upon 
labor, or strike-breaker-browbeaten labor, there is also in- 
cluded administrative proceedings before an independent 
board, similar to the National Labor Relations Board or the 
Federal Trade Commission. 

As President Roosevelt has stated: “Even in the treat- 
ment of national problems there are geographical and indus- 
trial diversities which practical statesmanship cannot wholly 
ignore.” 
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Portions of the bill relating to wages and hours would 
become operative as and when the board created by the act 
orders their application. This bill does not plunge the nation 
headlong into a rigid and widespread policy of regulating 
wages and hours. It permits the building up a body of ex- 
perience and prevents the extension of regulation faster than 
capacity properly to administer is acquired. 

The investigations of the board will also provide the 
evidence and the findings upon which the government can 
rest its argument if the constitutionality of the act is assailed. 


The proposed bill therefore is (except as to the child 
iabor case to be dealt with later) backed by long established 
precedents defining Federal power to regulate interstate com- 
merce. Congress may so use the power as to stop interference 
from State laws, and it can equally protect it against em- 
ployer lawlessness. It can foster the legitimate and helpful 
trade as well as stop the unwholesome. 


To quote again from the Chief Justice in the Kentucky 
whip case: 

“The power to prohibit interstate transportation has 
been upheld by this court in relation to diseased livestock, 
lottery tickets, commodities owned by the interstate carrier 
transporting them, except such as may be required in the 
conduct of its business as a common carrier, adulterated and 
misbranded articles, under the Pure Food and Drugs Act; 
women, for immoral purposes; intoxicating liquors, diseased 
plants, stolen motor vehicles, and kidnapped persons.” 


A commerce clause broad enough to protect the children 
of the rich from kidnapping would seem not to be abused if 
it should also protect the children of the poor from exploita- 
tion. As Justice Holmes said, with the approval of Justices 
Brandeis, Clark, and McKenna, it was not intended to leave 
Congress free to prohibit traffic between States in lottery 
tickets and strong drink but not to prohibit the interstate 
shipment of “the product of ruined lives.” 

The power of Congress to enact the bill is clear under 
the decisions, both old and recent, except for the denial by 
the Supreme Court in the child labor case of the most simple 
and clear of all these theories. In 1918 by a five-to-four vote 
the Supreme Court in Hammer vs. Dagenhart, 247 U. S. 
251, held invalid an act of Congress prohibiting interstate 
transportation of goods manufactured in violation of certain 
child labor standards. 

In view of the President’s recommendation of legislation 
of the type proposed in the pending bill, and of the unique 
constitutional situation presented by that Supreme Court de- 
cision, it has seemed appropriate for the Department of Jus- 
tice to furnish these committees with the result of our studies 
of this bill, notwithstanding precedents against so doing. 

The Court’s decision sheltering child labor from Federal 
action could affect only a part of the bill at most. But if it 
were overruled it would permit a simple and more under- 
standable dealing with the question. 

The child labor decision was promulgated by a bare 
majority of numbers. They were Mr. Chief Justice White 
and Justices Van Devanter, Pitney, McReynolds, and Day, 
who wrote the prevailing opinion. A ringing dissent was 
written by Mr. Justice Holmes and supported by Justices 
McKenna, Brandeis, and Clark, who could not be regarded 
as a minority in prestige. 

Legal scholarship received the decision with indignation 


and derision which time has not softened. A leading authority 
on the Constitution has said: 


“There is certainly nothing in the Constitution which 
requires the decision of the majority. It is wretchedly sup- 
ported by the argument of the opinion. The assertion [which 
the majority made] that ‘the act in its effect does not regulate 
transportation among the States’ is obviously unfounded.” 


(Thos. Reed Powell, 3 Southern Law Quarterly 175.) 


Others pointed out that if a State attempted to stop the 
shipping in or shipping out of child-labor-made goods, it 
would be held to be interstate commerce and void, while if the 
nation prevented the shipment it was held not interstate 
commerce and void. (Gordon, 32 Harvard Law Review 
45-51-52.) The game, so far as the children were concerned, 
seemed to be heads they lost and tails they didn’t win. 


We owe it to our times to challenge the perversion of 
our Constitution injected into our law by the child-labor de- 
cision. This bill would challenge it. We should give the 
courts a chance to remove this blemish from our judicial 
history. 

The doctrine of the majority in the child-labor case 
belongs to the same dark era of legal thought as the decision 
holding that the minimum wage law was unconstitutional. 
(Adkins vs. Children’s Hospital, 267 U. S. 525, decided in 
1923.) 


The Court recently said that the importance of the 
minimum-wage question, the close division of the Court by 
which the former decision was reached, and “the economic 
conditions which have supervened” in the years since it was 
decided made it “not only appropriate, but we think im- 
perative” that the subject should receive “fresh considera- 
tion.” 

Every condition that led to fresh consideration of the 
minimum-wage case with equal force renders not only ap- 
propriate but imperative fresh consideration of the child-labor 
decision. 

Reconsidering the minimum-wage case, which it had 
only a few months before followed as good law in striking 
down the New York statute, the Court held, in the language 
of the Chief Justice, that the 1923 case (and of course the 
1936 case to the same effect) “was a departure from the 
true application of the principles” of law, and frankly and 
courageously said “our conclusion is that the case of Adkins 
vs. Children’s Hospital should be and it is overruled.” 

And in National Labor Relations Board vs. Jones and 
Laughlin the Court, without expressly overruling earlier cases, 
plainly receded from decisions such as Carter vs. Carter Coal 
Company, 298 U. S. 238, which had seemed to cramp the 
interstate commerce power into its lowest visible dimensions. 

The Court seems again to have been persuaded as Chief 
Justice Taney said, that it is “the law of this court that its 
opinion upon the construction of the Constitution is always 
open to discussion when it is supposed to have been founded 
in error, and that its judicial authority should hereafter de- 
pend altogether upon the force of the reasoning by which it 
is supported.” (Passenger cases, 7 Howard 283, 473.) 

In face of the willingness of the Supreme Court to de- 
cline to let obsolete precedent limit the exercise of its own 
reason, Congress may with propriety decline to let such de- 
cisions stall legislative reason. Had not the legislators per- 
sisted in challenging the minimum wage cases, their inaction 
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and acquiescence would have prevented the Court from 
amending its doctrine. 

Nothing but a challenge to the child labor decision will 
enable the Court, even if it is so minded, to correct the old 
decision, now without support in scholarship, reason, or en- 
lightened public sentiment. It is the distinguishing feature of 
judge-made law that it is made only by the case method. The 
court must await another case to correct an error. It has no 
technique for initiating reconsideration of closed cases. If old 
decisions are not challenged by lawmakers judicial develop- 
ment is arrested and advancement of legal science stops. 

Hence, I have no hesitation in urging that the time has 
come when the child labor decision should be challenged and 
reargued. We may reasonably entertain the hope that Ham- 
mer vs. Dagenhart will be laid to a tardy and unmourned 
repose beside the lifeless remains of Adkins vs. Children’s 
Hospital. 

In view of the frequent confusion on the subject, it is 
due to those considering this bill to analyze the effect which 
it has upon the reserved powers of the States. 

Let us assume each State as completely sovereign as a 
nation could be. No State would then have any right to send 
its goods into another State. Each State would have the right 
to stop all incoming goods at its border, to exclude any goods 
unfairly competing in its own market, or to lay a tariff on 
those admitted to equalize any advantage that the incoming 
goods had over its own producers. 

The exercise of this right by the Colonies threatened to 
disrupt commerce and to divide our people. The exercise by 
the several States of their own parochial and conflicting rules 
to protect their own markets was a powerful incentive to 
formation of our government. 

Each State therefore largely surrendered its sovereignty 
over incoming goods to the national government. This was 
not intended to surrender the home market place to the un- 
dercutting competitor States. The power was granted to the 
national government that the rule of the market place should 
be fixed by a national policy for the common good. 

A State may wish to meet advancing wealth of produc- 
tion with advancing standards of life for those who work in 
production. But if its own market place, as well as outside 
markets, are overrun with goods cheapened by child labor or 
sweated labor, it has lost its power over its own working 
conditions. 

Is it confined then to appeals to its competitors for pro- 
tection from such unfair competition? Its appeal is in law, 
as it is in common sense, to the nation to which was given 
power to establish the rule by which goods should move 
among the States. 

Mr. Justice Holmes in his dissent in the child-labor case 
demolished the whole argument that States’ rights are im- 
paired by such legislation as this in the following language: 

“The act does not meddle with anything belonging to 
the States. They may regulate their internal affairs and their 
domestic commerce as they like. But when they seek to send 
their products across the State line they are no longer within 
their rights. If there were no Constitution and no Congress 
their power to cross the line would depend upon their neigh- 
bors. 

“Under the Constitution such commerce belongs not to 
the States but to Congress to regulate. It may carry out its 
views of public policy whatever indirect effect they may have 


upon the activities of the States. Instead of being encountered 
by a prohibitive tariff at her boundaries, the State encoun- 
ters the public policy of the United States, which it is for 
Congress to express. The public policy of the United States 
is shaped with a view to the benefit of the nation as a whole.” 

Care has been taken to hold the pending bill to a good- 
faith regulation of interstate commerce, and nothing more. 
Any State may use child labor or sweated labor for products 
of home consumption as much as it pleases so long as it does 
not divert or affect interstate commerce in so doing. The 
State may exploit youth in its internal affairs as far as its 
own conscience will permit, but it cannot dump its children 
into the nation’s markets to demoralize our national stand- 
ards. 

It has been suggested that the child-labor provisions 
should be embodied in separate legislation. It is not my func- 
tion to advise as to policy, but we believe it would be more 
difficult to sustain separately than in company with the other 
substandard labor provisions. 

All of the labor practices attacked by this bill are re- 
lated. All are types of oppression utilized for the purpose of 


gaining unfair competitive advantage in interstate commerce. ~ 


One employer cuts wages, while another employs child labor, 


and still another employs sweatshop conditions, and all of — 
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these practices are a part of the vicious competition used in ~ 


forcing down labor standards which it is appropriate to treat 
together in the regulation of interstate commerce. 

One of the constitutional bases of the pending bill is the 
principle announced in reference to the National Labor 
Relations Act that prolific causes of strife which may have 
a serious effect upon interstate commerce may be prevented. 
It is obvious that this principle is applicable to wages, hours 
of employment and the use of strike-breakers and spies, for 
those practices have been prolific causes of labor strife. 

It is not clear that child labor standing alone has been 
the cause of industrial strife, although it is clearly one of 
the elements of unfair labor competition. 

One reason for the unfortunate decision of the child 
labor case was that the Court failed to perceive that the 
legislation was related to the regulation of interstate com- 
merce, but regarded it as merely a police regulation to accom- 
plish a local social objective. 

The inclusion of child labor with the other prohibited 
practices in an undertaking to prohibit unfair interstate com- 
merce and to foster American standards makes plain that the 
law in which it is included is a genuine exercise on a broad 
front of the power to regulate interstate commerce and gives 
the prohibition of child labor a strength that it would not 
have if standing alone. 

Two recent decisions have aroused hope of a new method 
of Federal and State cooperation to enforce proper labor 
standards. In Kentucky Whip & Collar Company vs. Illinois 
Central Railroad Company (Jan. 4, 1937), the Supreme 
Court upheld the Ashurst-Sumners act making it unlawful 
knowingly to transport in interstate commerce goods made 
by convict labor into any State where they would be re- 
ceived, possessed or sold in violation of the State laws, and 
requiring labeling of convict-made goods. 

In Whitfield vs. Ohio, 297 United States 431, the 
Supreme Court sustained convictions, under a State law, for- 
bidding sale within the State of convict-made goods, even in 
the original package. It accepted the Hawes-Cooper Act. 
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Even if the method is approved as to other labor stand- 
ards, it is open to grave administrative difficulty. It would 
seem that if the Court is to sustain any Federal regulation of 
commerce in goods made under substandard labor conditions, 
it would overrule the child labor decision and permit direct, 
simple and effective regulation instead of reaching the same 
result by going round Robin Hood’s barn. 

If Congress can give national scope to the standards set 
up by a receiving State it would seem able to give force to 
standards of its own making. If the Court will give effect to 
forty-eight non-uniform State standards, operating like tariff 
laws and difficult to administer, it would seem able to sustain 
a single Federal standard for goods in movement between 
the States. 

But there is a lawyerly preference for a difficult way of 
doing a simple thing and the Kentucky Whip method may 
commend itself to the Court when direct regulation does not. 
If so, this bill is designed to get the benefit of such approval. 

While the Court is not certain to apply the prison-made 
goods precedents lately established to goods made by under- 
aged or underpaid free labor, the constitutional experiment 
is worth trying. If easier administered provisions are sus- 
tained, resort to this less practicable plan will not be necessary. 

Even if the subject matter is within Federal power, con- 
stitutional controversialists may claim that it violates the due 
process of law clause or illegally delegates Congressiona! 
power. 

Regulation of both wages and hours does not of itself 
violate due process, and is not necessarily “unreasonable, 
arbitrary, or capricious,” where “there is reasonable relation 
to an object within the governmental authority.” (Wilson 
vs. New, 243 U. S. 332; Bunting vs. Oregon, 243 U.S. 426.) 

Standards for determination of fair wages and reason- 
able working hours contained in the present bill are drawn 


' with fairness to the employer. The standards are based on 
_ the value of the service rendered and the reasonableness of 
_ the period of working time considering the nature of the 


employment. 

Furthermore, fairness to all parties concerned and rea- 
sonable treatment of special cases are assured by the pro- 
visions of the bill which require the board to grant exemp- 
tions from the wage and hour regulations as the need appears. 

It is hard to see how employers who wish to maintain 
decent labor standards, or those who wish to see a better 
level of purchasing power in the masses of the people, can 
feel aggrieved at the general purposes and effects of this bill. 

Advancement of those objectives State by State, each ex- 
posed to the competition of States which tarry, has been the 
foundation of the employers’ most legitimate objection to 
labor legislation. He is so far from being injured by this bill, 
that it may be his chief protection against undermining of 
his market by methods which his own standards forbid. 

Neither in its general scope nor in its special treatment 
of particular cases can the bill be pronounced arbitrary. For 
fair labor standards are required to be maintained only to 
the extent necessary in order to accomplish the interstate 
commerce purposes of the legislation—purposes which fall 
clearly under the regulatory power of the Congress under the 
commerce clause. 

Due process is defined in respect of both Federal and 





State legislation in Nebbia vs. New York, 291 U.S. 502, 525: 

“The Fifth Amendment, in the field of Federal activity, 
and the Fourteenth, as respects State action, do not prohibit 
governmental regulation for the public welfare. They merely 
condition the exertion of the admitted power, by securing that 
the end shall be accomplished by methods consistent with due 
process. 

“And the guaranty of due process, as has often been 
held, demands only that the law shall not be unreasonable, 
arbitrary or capricious, and that the means selected shall have 
a real and substantial relation to the object sought to be 
attained. It results that a regulation valid for one sort of 
business may be invalid for another sort, or for the same 
business under other circumstances, because the reasonable- 
ness of each regulation depends upon the relevant facts.” 

If regulation may be dependent on “relevant facts’’ there 
can be no objection to delegating power to an administrative 
or quasi-judicial board to investigate, hear evidence and de- 
cide those facts. 

It must be borne in mind that there is nothing whatever 
in the Constitution that forbids Congress to make a delegation 
of its power. The prohibition is purely judge-made, not Con- 
stitution-made. 

The Supreme Court rarely finds fault with a Congres- 
sional delegation of power. There is nothing in the recent 
decisions of the Court which would justify the Congress in 
abandoning administrative handling of modern complexities 
too numerous and diverse to be subjected to a single and 
inflexible rule directly imposed by the Congress. There are, 
it should be remembered, only two cases where Congressional 
delegation of power has been adjudged invalid in one hundred 
and fifty years of constitutional practice. 

The proposed bill deals with difficult and complex in- 
dustrial situations. The draftsmen have been painstaking to 
make the standards as definite as the conditions with which 
they have had to deal permit without imposing upon the 
diversities of American industry inflexible and unworkable 
rules. 

Nearly every legislative proposal dealing with complex 
economic conditions is attacked as arbitrary by those who 
do not like it. If the bill includes detailed standards it is said 
to be arbitrary for want of discretion in enforcement. On the 
other hand, if it gives discretion to an enforcement agency 
it is denounced for setting insufficient limits to “arbitrary 
discretion.” 

This bill has been attacked on both grounds. The very 
inconsistency of this attack suggests that the draftsmen of the 
bill have attempted a fair, equitable and constitutional bal- 
ance between the legal requirement of a standard and the 
practical requirement of workable flexibility. 

A separate memorandum of the law on the subject of 
delegation of power has been prepared and will be filed with 
the committees. 

During this flash of liberalism that illuminates a judicial 
record, otherwise pretty black for labor, we may reasonably 
hope that after being balked a score of years, Congress will 
now be sustained in adding to the list of interstate contraband 
what Mr. Justice Holmes so aptly called “the product of 
ruined lives,” and in establishing commerce among the States 
on the basis of industrial justice to disadvantaged men. 
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The True Education and the False 


By PAUL SWAIN HAVENS, President, Wilson College 
Inaugural address, May 22, 1937 


[CONDENSED] 


T is not my desire upon this occasion to tire my hearers 
with another discourse upon the liberal arts, nor yet to 
attempt to diagnose the chronic ills that beset education 

here and abroad. The recurrence in recent years of statements, 
both superficial and profound, upon the nature and func- 
tion of the liberal arts colleges is undoubtedly attributable, in 
part at least, to the uncertainty which has grown upon our 
contemporary educational world in the fact of threats to its 
integrity and its progress in this country and in certain of 
the Continental European lands. At home we are distressed 
by the conflicting ideals and claims of a rising vocationalism 
and professionalism, of the junior college movement, and of 
an ambiguous and amorphous type of education called “train- 
ing for citizenship.” All education of whatever sort is, of 
course, “training for citizenship,” and it goes ill for any 
particular group within the educational world to claim a copy- 
right upon the idea. Abroad the fundamental bases of all edu- 
cation have been challenged by a new nationalism which sets 
itself above every primal right and instinct of man, and there- 
fore strips his educational institutions of their one inalienable 
right to seek the truth and to teach it as they see fit. 

My thoughts today run in other directions than these. 
I am interested in discussing what it is that distinguishes 
between the true education and the false. If the course of 
education in the occidental world, beginning with those little 
knots of men who met about Socrates, Plato, Aristotle, Zeno, 
and Epicurus in Athens and continuing to our own universi- 
ties and colleges twenty-four hundred years later, be scanned 
to discover what it is that distinguishes real education from 
the mere attendance upon educational exercises, what it is 
that distinguishes whole education from half education, the 
object of the search may not be so difficult of determining as 
many suppose. 

He would be a hardy man who would pretend to be 
sure of himself in this matter beyond the admission of pos- 
sible mistake; the rose is too well equipped by Dame Nature 
with thorns to permit of rash handling. But a gentler hand 
may hope perhaps to succeed where a rude one fails. Mindful, 
then, of the difficulties, let us together seek the answer to our 
question. 

The difference between the true education and the false 
—our own modern “experts” notwithstanding—is not at- 
tributable to methods. Great thinkers and great characters 
were produced in Greece, in Alexandria, in Africa, in Paris, 
in Oxford, and are being now produced in America, by 
totally different methods. No method, however good, is a 
guarantee of success in education; and “No method, how- 
ever sorry,” said recently a prominent English educator, “is 
bad enough to ruin a really good student.” Nor does the dif- 
ference lie in the content of the curriculum, though every 
thoughtful person repudiates the easy educational philosophy 
that insists that it does not matter what a person studies. 
It does matter. It matters as much as what a person eats. 
But no one food, whether intellectual or gastronomic, has 
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ever been proved the specific against all disease or the sole 
nutriment of health. Nor does the difference lie in the teacher. 
The dialogues of Socrates are tragic in part because of the 
great teacher’s inability to teach the sodden, the prejudiced, 
the proud. The best teacher may suffer the heartache of know- 
ing that the shedding of his very life-blood has not educated— 
has not led out—his pupil. But no one has ever thought of 
reproaching Jesus because of the rich young man or because 
of the Scribes and the Pharisees. 

Not alone in method or in subject-matter or in the 
teacher, essential as these may be to the total process, does 
the difference between the true and the spurious education lie. 
To find it one must look to the pupil himself and to the aim 
of the institution which assumes to direct his education. For 
education partakes of the nature of a contract, and a contract 
involves at least two parties. Nothing will come of the re- 
lationship if one of the contracting parties fails to live up to 
what is expected of him. 

Now what are the qualities which we may rightfully 
expect in the two parties united in the undertaking which we 
call education: the student and the college? From the stu- 
dent an open mind and an eagerness to learn. Over-use has 
laid its stale fingers upon the phrase “intellectual curiosity,” 
but a college might as well attempt to educate a cat or a dog 
as attempt to educate a student who lacks that quality. No 
teacher, however proficient, can show his handiwork upon 
clay that will not take the mould, nor yet upon rock so brit- 
tle that beneath his chisel it chips into fragments. 

Reasonable open-mindedness and curiosity there must be 
as antecedent conditions of a true education. I am far more 
disturbed by the student who passes serenely through college 
and piles up information without examining its usefulness 
and its validity for him than I am by the student who finds 
himself perplexed by doubts, unable to reconcile seeming con- 
tradictions, at sea and driven before the power of winds blow- 
ing from remote corners of the intellectual globe. For the 
latter student there is hope; for the former, little or none. 
Time-serving complacency settles like a poisonous miasma 
upon the mind of the one; but the other, awakened to a larger 
intellectual world, can be guided sympathetically toward a 
harbor of safety, can be helped by the kindly ministrations 
of his teachers and friends, in college and out, to a positive 
course in which the points of the compass are clearly visible, 
prejudices cast overboard, and a life-long voyage of discovery 
mapped out. The divine discontent of which the poet has sung 
is no hollow phrase; but it belongs, in the life of those who 
are really divinely discontented, to what Bergson might call 
a period of transition, ceasing only with death, between what 
we are and what we would be. It implies, above all, a dis- 
content with one’s self which goads us all to think more, to 
seek more, to understand more; and it is present only in the 
mind that is alert and alive. 

But it is folly to think that every student in college is 
both willing to learn and eager to learn. It would be fortu- 
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nate if it were so, but experience teaches us that it is not. It 
therefore becomes the college, as the other party to the con- 
tract, to spare no effort to stimulate a healthy intellectual 
curiosity in those who do not possess it when they arrive. It 
can be done; but it must be done with all the sympathy and 
understanding at our command. I have no patience with the 
intellectual bomb-thrower who delights in blasting his stu- 
dents’ beliefs. Like every bomb-thrower he destroys the good 
with the bad. That is not the method by which to arouse 
an unawakened mind. It only sears and maims and destroys; 
and on the day of judgment its practitioners will be held 
guilty of blasphemy and of misleading the young: two of the 
most grievous charges for which a man can be held account- 
able. 

A college can teach open-mindedness as Socrates in- 
sisted that one man can teach virtue to another: not by 
homb-throwing—that is, blasting—but by the gentler process 
of leading out, educing, the best of which a student is capable. 
I do not mean that many a pre-conceived notion must not be 
removed in the process. An ugly building must be removed 
before a beautiful one can be built upon the same ground. 
But the emphasis must be upon the construction of the new 
building, not upon the destruction of the old; and care must 
be taken not to destroy anything that can profitably be used 
later in the work of rebuilding. And what can be better 
calculated to arouse the interest of the student than a program 
for the constructing of his own intellectual, spiritual, and 
physical life according to a sound plan? If that aim be un- 
equivocally set before a student who enters college, and we 
employ the proper means to foster it, it will follow that he 
will be as interested in selecting the component parts of his 
curriculum wisely as is the builder in choosing the proper 
material for his edifice. The colleges—we confess it humbly— 
have failed at this point. In their enthusiasm for the excel- 
lence of their various departments, they have neglected to ap- 
prise the student of the purpose of those departments in the 
larger scheme of shaping and building life. Salvation lies not 
in English, or the Classics, or Chemistry, or Biological Science 
alone, but in such combinations of them as will meet the in- 
tellectual needs of students who, awakened to the necessity 
and opportunity of planning, not a schedule, but a life, are 
alert to make the means at their disposal serve their ultimate 
needs. 

But the college has not discharged its obligation when it 
has won the student’s open-mindedness and his intellectual 
curiosity by representing the college years as a time to build 
the foundations of his own intellectual life according to a 


careful plan. That is the beginning indispensable to success, 
but there still remains the important business of helping 
thoughtful students to find themselves in a chaotic world of 
ideas. The college which only half-heartedly performs that 
task is as guilty of neglect as the friend who, in directing his 
guest, starts him off on a road without telling him where 
the bridges are out, where there are detours, where the con- 
fusing forks in the road lie. 

As for text-books they have their just and valuable 
place: but the danger is that they be taken as the compendium 
of knowledge when true knowledge is not in them. They 
are merely substitutes for the reality to which we must turn. 
In the fine arts it is not enough to study art-history. We must 
direct our students to the pictures themselves, to the sculp- 
tures, to the buildings. Soon there emerge those living princi- 
ples of form and expression which bind all the arts together 
and led the Greeks to conceive of them as nine muses, all 
sisters, dwelling in perfect harmony. And so with the rest 
of the liberal arts. The historical approach to literature, a 
method scarce two generations old, has done much to give 
literature that cohesive body requisite for clear study, but 
how much more valuable the great literatures become when 
we go the next step and approach them as open doors through 
which we enter into the heart of a civilization or an age 
and learn to comprehend it! 

Our purpose, like that of the great scientist Pasteur, 
must be to seek to understand living forces, and the half-per- 
ceived principles which distinguish the living from the dead, 
the true from the false. 

At this point we are close to understanding what it is 
that distinguishes between the true education and the false, 
the whole education and the half education. The student, 
stimulated to serious intellectual interest in a score of ways— 
and not least by that agency which, for want of a better 
phrase, we call “the atmosphere of the place,” the very in- 
tellectual air he breathes—is directed by his guides to a study 
of the real instead of the imitation. He learns that a thing 
is not necessarily so because an “authority” says it is so, that 
the end of knowledge is not reached in a lecture, however 
accomplished it may be; and that the conclusion of a term 
paper or a senior thesis or an examination does not mark 
also the conclusion of the whole matter. Beyond, towering 
like the majestic mountain above the foothills of examinations 
and papers and courses, stands the subject, the field, the un- 
answered problem, the greater interest beckoning onward to 
the fuller, greater adventure which will engage not four 
years but a life-time. 


New Blood in American Shipping 


By JOSEPH P. KENNEDY, Chairman United States Maritime Commission 
Before Propeller Club, N. Y. C., May 22, 1937 


O one who knows what has been happening in the 
world since 1914 has any doubt that the American 
people need an adequate American merchant marine. 

Nor is there any doubt that one way or another the American 
people are going to have it. Our experience in the World 
War settled that. America then learned to its sorrow that it 


could not rely upon foreign ships to carry American com- 
merce. And despite the disappointments of enormous expendi- 
ture and indifferent results, a resolve then formed is still 
strong and uncompromising to have American ships available 
for American commerce. 

Before our entry into the World War, the shortage of 
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vessels crippled us as a commercial power. Upon our entry 
into the World War, the shortage of vessels crippled us as a 
military power. Although we are self-sufficient in so many 
ways as to arouse the envy of most nations, our Achilles heel 
was and still is our shipping. Regardless of how peaceful we 
may desire to be or how anxious we are to spread the gospel 
of the “Good Neighbor,” we do not forget that a good neigh- 
bor respects himself—that charity begins at home. Minimum 
prudence has made the American people legislate insistently 
for an adequate Merchant Marine. 

President Roosevelt in his Message to Congress on the 
fourth of March, 1935, told us why. We had to have an 
adequate Merchant Marine, he said, to preserve fair compe- 
tition in trade. A major war, even with the United States 
a neutral, he warned us, might seriously cripple the commerce 
of the country. And ships under the American flag were in- 
dispensable in times of war not only as naval auxiliaries “but 
also for the maintenance of reasonable and necessary com- 
mercial intercourse with other nations.”” He reminded us omi- 
nously that “we should remember lessons learned in the last 
war.” 

There have been sharp clashes about our maritime poli- 
cies in the last four years not only in the committee rooms 
and halls of Congress but in public forums and the press. 
But in all the discussions, charges, countercharges, accusa- 
tions, reports, recommendations, and debates which preceded 
the present legislation, all contending factions agreed on one 
thing: that America must have an adequate Merchant 
Marine. 

That resolve of the American people has been the driv- 
ing force behind a quarter century of legislation. In 1911, 
again in 1916, and later still in 1920, Congress wrestled with 
the problem of providing ships under the American flag for 
our foreign commerce—but without success. 

Immense sums of money were expended, an administra- 
tive agency with unprecedented powers was set up, and the 
Government itself built many ships. But for one reason or 
another we did not get the flag service we wanted. 

In 1928, Congress finally decided that only through a 
comprehensive plan of subsidies could the job be done. Aid 
was extended through the mail contracts. The Government 
contracted to pay out over thirty million dollars per annum 
to shipowners in this way. Upon the announcement of this 
program, shipowners and their lawyers scurried to share the 
“Treasury’s largesse.”’ But once again the program as a 
whole was a failure. Despite large grants and liberal loans, 
relatively few ships were constructed to replace our aging 
fleet. 

There is no value now in arguing how far American 
shipping operators were to blame. Certainly the world-wide 
economic collapse had a lot to do with it. And I agree that 
the sins of the few should not be saddled upon a whole in- 
dustry. Nevertheless, public confidence in the shipping busi- 
ness was justifiably shaken, as testimony before a Senate In- 
vestigating Committee revealed improper salaries, “milking” 
devices, and other abuses which showed that the “subsidies” 
had been abused. 

It is convincing proof that the American people will 
never abandon their determination to have their own ships, 
that even after these revelations Congress was willing, to 
make a fresh start. As the President recommended, the new 
Act under which the Maritime Commission is functioning 


















































abolishes the subterfuge of mail contracts. In its place the 
Government is to pay two kinds of direct subsidies. One is 
payment to the shipowner of the difference between the 
American and foreign operating costs. The other is payment 
to the ship-builder of the difference between the American 
and foreign costs of construction. The keynote this time is 
competitive equality, not favoritism. 

By this Act, Federal aid to shipping is put upon a frank, 
open, and aboveboard basis. Candor has many and obvious 
advantages here no less than in other phases of life. We now 
know what we are getting and what we are paying for. We 
can keep real books. And even a romantic business cannot 
ignore arithmetic. 


So long as we know what we are doing we need not be 
afraid of the word “subsidy.”” That word has come to de- 
note something unfair or dishonest. Yet it means nothing but 
the payment of public funds to maintain and protect an in- 
dustry deemed essential to the public welfare. Frankly it is 
a bounty—a tariff in reverse. It may fulfill the same helpful 
function as the tariff. It may, of course, be subject to the 
same abuses. Administration can make it one or the other. 


Here then is the third try of Congress at what the 
American people desire so intensely. For the third time Con- 
gress has reiected Government ownership as a way of se- 
curing an appropriate Merchant Marine. Perhaps it would 
not be untimely to suggest that in view of such an intense pur- 
pose to have an adequate Merchant Marine, the failure of 
private enterprise this time may bring about a different 
method of achieving the goal. If the Government has to pull 
the whole load again, the people may want to own the tow 
as well as the tug. 

It strikes me that this writing on the wall is clear enough 
so that private shipping interests know that if they are to 
save themselves they have no choice but to make the present 
law work. 


The Commission, the ship operator, the shipbuilder, 
labor, and the public have a joint responsibility for the suc- 
cess of this law. How can each of these groups contribute 
to that common objective ? 

So far as the Commissioners are concerned, the nation 
may count upon their unanimous determination to administer 
this Act with all the skill and fairness at their command. We 
must meet many difficult problems of understanding and 
judgment. We must have more than technical skill. We must 
be statesmen who can both harmonize the individual interests 
of the various groups affected by this statute and subordinate 
such interests to the national welfare. We are the agents 
of no class. We are the servants of the whole American 
people. 

The determination of a proper subsidy is certain to be 
a difficult task dependent on many variables. In the beginning 
our approach may not be as scientific as we would like. 

But of this you may be sure. We shall not forget the 
terms of the statute that we do not serve as guarantors of 
profit. We have not been appointed to subsidize laziness, 
inefficiency, and poor management. No greater blight can 
come upon the shipping industry or, for that matter upon any 
operating enterprise, than the belief that its success or fail- 
ure is determined by the profit it can make out of the Gov- 
ernment. The talent for getting money out of the Treasury 
is not the talent that makes a business go. We have seen too 
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often what happens when shipping ventures are managed 
from Washington law offices. 

On the other hand, every legitimate encouragement 
should be given to private enterprise so that much needed 
new capital may be attracted to the shipping business. One 
of the principal ways in which the Commission may furnish 
encouragement is through the stability of its administration. 
Capital will not be attracted by immediate subsidies and 
nothing more. Investors will ask for proof that the Commis- 
sion will be fair and businesslike and that its policies will 
not be subject to change without notice. With such an as- 
surance there will be a real stimulus for new capital to get 
behind this great industry, an industry which in my judgment 
is entering upon a most profitable era. 

The ship operator is, of course, the key to the success of 
the whole program. So far as he is concerned, if the Com- 
mission determines that he operates in an essential trade route 
and that he is financially able to carry out his venture, he 
need no longer fear the threat of unfair competition in costs. 
Under this law it will then become a contest of his intelli- 
gence, skill, industry, and thrift against similar qualities in 
his competitor. There is a deeply ingrained tradition of the 
American businessman on land or on sea to ask for nothing 
but “a fair field and no favor.” The American shipping in- 
dustry may take heart that any present disadvantage, arising 
out of its position in an internationally competitive business, 
will be eliminated, and that in the application of the law, 
political or other improper considerations are to have no 
standing whatsoever. 

So far as the shipbuilder is concerned, we must frankly 
recognize that the statute represents an effort to subsidize his 
industry. This has not been done because the Administration 
has a particular affection for the ship construction companies 
of this country. Not at all. It was done because a realistic 
Congress recognized that in the scheme of national defense, 
as well as for the proper assurance of replacements of our 
Merchant Marine, the preservation of the shipbuilding in- 
dustry must be maintained. And shipyards to be really main- 
tained must be used as well as equipped. They must not rust 
while they wait—they must be going concerns. 

Of course we will pay more for ships so constructed. 
But we will be paying for more than just the ships them- 
selves. This construction differential subsidy is for the builder, 
not the operator. And even for the builder the only advan- 
tage will be his increased business. In that American labor 
and material men will participate. 

There need be no profiteering. The Government is per- 
mitted by the statute to enter the ship construction industry, 
if necessary, to stop profiteering. 

But regardless of the powers the Government has to 
prevent unfair practices, I feel that the leaders of the in- 
dustry are going voluntarily to show themselves to be broad- 
gauged enough to recognize that the future of their business 
depends on the success or failure of our present efforts. If 
a sound and constructive administration results from the co- 
operation of all groups, the shipbuilding industry can be 
assured of an orderly program of replacements to create a 
steady demand for its services. 

Now let’s get down to cases. First things first. What 
have we actually got now in the way of ships flying our flag? 
‘The answer is discouraging. Most of our ships are so old 
that assuming twenty years as a conservative estimate for 





the life of a ship, eighty-five per cent of our fleet will be fit 
for retirement in five years. 

No eloquence is needed. That single statement shows 
clearly the crisis facing our Merchant Marine. What’s the 
sense of talking about an adequate or a first class Merchant 
Marine in the face of such facts? For us an adequate merchant 
marine has to be a mew merchant marine. The question comes 
—what are we going to do about it? The answer is BUILD 
SHIPS !—the best and most modern ships—and build them 
RIGHT AWAY. 

The Government, with the assistance of the shipping 
industry must begin a program which will equip our overseas 
trade so that it may be second to none in first class equipment. 
We are going to lay the keels for new fast ships. And we 
are going to do it NOW. 

How about the men to man these ships? What does this 
Act do for them—what does it ask of them? 

Anyone in the slightest way familiar with shipping must 
realize that the Commission’s job to encourage first-class 
personnel on ships is far more important even than the 
building of the ships themselves. We know perfectly well 
that today, as in the days of woodén ships and iron men, the 
men are more important to the safety of the passengers, the 
cargo, and the nation than the ships themselves. You can 
have a merchant marine with first-class men even if they sail 
second-class ships, but second-class men can’t be trusted on 
the finest ships that float. 

The Act requires the Commission to establish minimum 
manning scales, minimum wage scales, and reasonable work- 
ing conditions for all officers and crews employed on all types 
of vessels receiving an operating differential subsidy. The Act 
further provides that any increase in operation costs by 
reason of a rise in wages or a change in working conditions 
shall be added to the ship operator’s differential subsidy. 
That means that the Government now determines the 
standards of a self-respecting life at sea—and the tax-paying 
public pays the additional cost. 

Any oppression of American seamen that they may have 
chargeable to the unfair attitude of ship operators in the 
past is hereafter to be outlawed by force of the statute. And 
because the Commission does realize the importance of man- 
power on shipboard and that it can’t be had in this day and 
age of competition ashore without a square deal, shipping 
labor can rest assured that for economic as well as humane 
reasons the Commission will see to it that they get a square 
deal. 

In return, the Commission trusts that the American sea- 
men will give the Commission and the tax-paying public 
a square deal. 

If we are going to make this thing succeed the seamen 
must think and act in the spirit of this law. They must 
want leaders who are honest and sincere. In this business 
there is competition in personnel as well as in management. 
If we are to compete, the men who man the ships must be 
loyal and disciplined in the finest traditions of the sea. 

Labor, the Commission believes, must demonstrate that 
it is worthy of the special treatment which the American 
public is willing to give it. It owes itself the development 
of a sense of voluntary responsibility. There can be no excuse 
for costly and bitter factionalism which is harmful to every- 
one in the long run. No business can survive a constant 
threat to its service from every sort of fanciful and irre- 


Aas 











Bernard M. Baruch 





535 





sponsible cause. In particular, labor ought to be willing to 
forego resort to extreme measures when there exists peaceful 
machinery for adjusting its grievances. 

The Commission has faith that labor leaders will show 
wisdom and restraint, that the seamen will choose their 
leaders for those qualities—that they will develop confidence 
in the fairmindedness of the Commission, and finally that 
no dispute within our jurisdiction will arise at which there 
will not be at least a sincere attempt at reasonable nego- 
tiation. 

The greatest stake of all in this venture is the public’s. 

Every American must view commercial independence 
and national defense as primary ends of his Government— 
of any government. The public, most of all, must appreciate 
that an adequate merchant marine is the only way in which 
we can avoid risks to our commerce, when home needs call 
back foreign ships from their normal routes. The fear of 
extortionate rates or other discriminations cannot worry the 
American shipper when we possess our own merchant ship- 
ping. 

In turn, as we attain the kind of merchant marine we 
want, the public as shipper and passenger is bound in plain 
intelligence to support it. This is true whether we rely upon 
the obligations of patriotism or the dictates of common sense. 
It is the height of nonsense for us, as a people, to subsidize 
our vessels through taxation while, as a people, we patronize 
exclusively the ships of our competitors. 

This American merchant marine is our own flesh and 
blood, our own treasure, our own ships, and our own money. 
Get behind it with the pride and the enthusiasm and the 
patronage that other nations emotionally and financially give 
to their own. Has the time come When we will turn our back 
on American genius and enterprise? Congress has given an 
emphatic NO! No American can do less than give it his 
wholehearted support. 

Our Merchant Marine policies are not to be regarded 
as a program of ruthlessness against those nations now car- 
rying the major portion of our commerce. We do not ask 
that they be eliminated from the carriage of American trade. 






































But it is our determination to create an adequate merchant 
marine of our own. In this program of self-defense, the 
American people seek only what is their natural right. 


This present law is, I am confident, adequate to the 
aims of the American people. The Maritime Commission, 
I pledge now, will administer this law impartially, fairly, and 
sympathetically. It expects the fullest measure of honest and 
forthright cooperation from the operators and shipbuilders, 
from labor, and from the public. 


Such cooperation we must have if you are to do your 
part in the creation of a newer America now going on. 


Our ships will be laden with the fulfillments of dreams 
of a better country for all of us to live in. 


They will be symbols of courage—the courage that we 
need to fight against our greatest enemy—Fear. Fear is often 
another name for indecision and indecision is the dread of 
making a beginning. ' 

Let me declare this personal and specific testimony, born 
of a busy life not without its worries and alarms: 

I think the future of America is assured to be one of 
unexampled prosperity and greater happiness for greater 
numbers than the world has ever known. 

I think the immediate outlook for business, and in that 
form is embraced our whole people, was never better. The 
few clouds to be seen will be blown away by the measures 
of statesmanship now in the making. 

I think that a small group of us here in the East see 
shadows cast only in our own imaginations. We suffer from 
fears—unrelated to actualities. 

Here we are emerging magnificently from the greatest 
depression in history and some of us are craven. Courage and 
confidence should be our passwords. We have the first and 
we should have the second for the prospects were never more 
promising. 

Let me put to everyone the final question—“Will the 
dream of a quarter of a century become the reality of to- 
morrow—shall we have a merchant marine worthy of the 
title ‘American’ ”’? 


Neutrality—An Uncharted Sea 


By BERNARD M. BARUCH, Chairman, World War Industries Board, etc. 
Before Foreign Affairs Council, Cleveland, May 21, 1937 


N a world shaken by threats and rumors of war, our 
people remember our experience in 1916 and 1917 and 
afterward. An almost universal demand has arisen that 

we keep out of war at almost any cost. That demand has 
resulted in the Pittman neutrality bill. It is my purpose to 
discuss that bill, not to condemn it, but to examine it real- 
istically and to try to say what I think it does and does not do. 
Neutrality means simply taking no part, directly or 
indirectly in war between other nations. The Pittman Act 
may or may not keep us from actually fighting in another 
world war, but it certainly does not prevent our taking part 
in any such war. On the contrary, it may require us to take 
a very effective part—perhaps the determining part. In other 


words, it is not a neutrality bill at all. This, I believe, Senator 
Pittman himself has said. 

On every side you see its reflexes. Each nation is now 
figuring on building new arms factories or enlarging old 
ones. Each nation, including our own, is either buying or 
arranging to buy strategic commodities. 

Modern war on a major scale is not confined to military 
and naval operations. Nations no longer risk their existence 
on a duel between relatively small percentages of their popu- 
lations in professional armies and navies. The march of lethal 
and economic science and the tremendously increased facilities 
for production, transportation, and communication, have made 
war a death struggle between whole economic systems. 
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Nations go to war with every ounce of their strength in 
men, money, materials, and morale. 

The “Nation in Arms” is now an organization of all 
that a nation has—from its last farm, mine, and factory, its 
last dollar, its most remote hamlet and village, through all 
its channels of communication right up to the flaming battle 
lines. It is a nation converted into an army in which the 
workers in all productive effort are as much a part as the 
soldiers beneath the battle flags. 

The demands on the productive system for vast quantities 
of things to hurt the enemy are many times increased above 
peace-time demands. Besides the incredible increase in metal, 
gas, and explosives necessary to drench a battlefield with 
death, the consumption of even shoes and clothes by a soldier 
is multiplied as compared with the demands of a civilian. 

War has become so much a matter of science, mechanics, 
and technology as to demand to an unprecedented extent 
practically every product of factory, farm, and mine—the 
extended services of every profession and every calling. 

Furthermore, in this pitiless new technique, the armed 
struggle is only part of the battle. In a world-strategy of 
finance, materials, and transportation, the purpose is to choke 
and starve and crush an enemy by the application of every 
economic force that ingenuity can devise or genius administer. 

As you know, the world war resolved itself into a con- 
test to determine which side could over-match the other in 
producing and delivering materials and in preventing the other 
from getting supplies. Germany was starved into subjection. 
She was not battered to her knees. Ludendorff complained 
that his home front had completely crumbled long before his 
battle lines had so much as wavered. The failure of the two 
greatest German bids for victory—the flank march through 
Belgium in 1914 and the March drive of 1918 were failures 
of transportation and supply, rather than failures in fighting. 

In other words, the maintenance of a continuous, copious, 
and properly constituted flow of things is an absolute necessity 
to victory in modern war. The failure of such a flow is a 
certain assurance of defeat. 

Now there is no nation that is completely self-contained 
or the purposes of supply in war. Our country comes as 
near as any. But we do not have sufficient sources of rubber, 
silk, tin, platinum, nickel, manganese, chromium, sugar, tea, 
coffee, jute, and several other rarer products which are 
absolutely necessary for the successful conduct of major war 
today. Some of these products may seem so obscure as to 
be insignificant. But in the swift changes of military method 
and demand under war conditions, the obscure thing is fre- 
quently the indispensable thing. 

The sudden introduction of gas in 1916 made peach 
stones and cherry pits for gas-mask charcoal a sine qua non 
of defense. The expanding use of airplanes suddenly con- 
fronted us with an absolute requirement for African mahogany 
and castor oil in unheard of quantities. The need for picric 
acid and toluol, scarcely known before, became imperative. 
The sinking by a German submarine of a rusty tramp rolling 
up from Chile, with a cargo of nitrates, was a more serious 
matter than the loss of a minor battle operation. 

England produces only about 20% of her own bread- 
stuffs. She must have wheat not only to fight, but to live. 
Said Clemenceau, referring to the efforts of the War Indus- 
tries Board, “The steel they sent us represented the raw 
material for one hundred and sixty million 75 mm. shells. 
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The foodstuffs they sent us fed 12,000,000 Frenchmen for 
a year and one-half. If this help had not been forthcoming, 
our army could not have held.” 

The point I am making is that if a nation is cut off in 
war from the kind of supplies it needs for its civilians and 
has been getting in peace, it is in deadly peril of destruction. 
Naturally, if that curtailment is caused directly by the action 
of another nation with which it is at peace, the embattled 
nation is certainly not going to regard that sudden strangula- 
tion of its economic windpipe, as “taking no part in war, 
directly or indirectly.” It will regard such action as taking 
a deadly, hostile, and determinative part on the side of its 
enemies. 

It is easy to make this plain by simply imagining its 
effect as applied to ourselves. Suppose we suddenly found 
ourselves engaged in a war with Japan on our west coast, 
suppose Britain and Holland promptly shut off our rubber 
and tin supply, Brazil ceased sending us coffee, Russia plati- 
num, Canada nickel, and Cuba sugar. We certainly would not 
regard that as being neutral. Can it be supposed that other 
nations which look to us in peace for their supply of wheat 
and cotton—both also indispensable for war—would not 
regard it as a stab in the back if we cut off their supply in 
a time of great national danger? 

We never got into any war by reason of what we sold 
to belligerent countries. What sucked us into the World 
War was our insistence on our right to ship our goods in 
our vessels on the high seas in accordance with the inter- 
national law of war as it existed prior to the particular 
emergency. We stood for the doctrine of freedom of the seas. 

The trouble with that doctrine, from its beginning, 
has been that its interpretation by belligerents never agreed 
with its interpretation by neutrals. In every great war in- 
volving a strong sea power, that power has pushed the defi- 
nition of contraband of war and continuous voyage to a 
limit which subjected the rights of neutrals to the absolute 
will of the naval power. And because that is true, a neutral 
can maintain freedom of the seas only to the extent that it 
is willing and prepared to fight for it. 

The Pittman Act is based on the idea that we are 
no longer willing to fight for it. That Act had to choose 
between two theories of how to keep out of war; the first, 
to adhere to the old doctrine of free seas and be prepared to 
defend it at any cost; the second, practically to abandon that 
doctrine altogether—to scuttle and run. 

What have we done? Insofar as a rigid rule is laid 
down by the act itself, we have done very little. But the 
Act places it within the discretion of the President to scuttle 
our rights completely and to run the whole distance. Will 
we do that ? Nobody knows. 

How will the rulings under this bill affect the American- 
owned factories in a neutral Canada, mines and oil wells in 
Mexico and South America? Will our prohibitions reach 
there? Under the Act, “certain implements of war” already 
enumerated cannot be sold or shipped at all. Americans may 
not travel on belligerent ships except as the President permits. 
Credit cannot be extended to nations at war. Before “any 
articles or materials whatever” are shipped to a belligerent, 
title must be transferred from the American owner. If that 
is done, goods not “implements of war’ can be shipped on 
American vessels—with one exception—the President is au- 
thorized to list anything he desires and to prohibit its ship- 
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ment in American vessels. In other words, there is possible 
under the Pittman Act, a situation in which the only sales 
that could be made in America to a belligerent would be those 
for which he would pay cash in this country and ship in 
foreign bottoms. In case of implements of war, no sales or 
shipments are permissible at all. But, unless the President 
prescribes otherwise, anything but implements of war could 
be bought for cash and shipped in American ships. 

The power of the President here is perfectly tremendous. 
In the first place, he must decide what additional things not 
enumerated in the bill constitute “implements of war.” Against 
whatever he so designates there is an absolute embargo of 
either sales or shipment. But what is an implement of war? 
A motor truck or an automobile may be used for peace but 
it may also be armoured after purchase and become one of 
the most effective implements of war. This is obviously true 
of airplanes. Barbed wire is an agricultural necessity, but 
it also is a hideously effective war weapon. The Act, itself, 
does not clearly decide these questions. But it places on the 
President an almost intolerable burden because his decision 
that any commodity is an implement of war carries with it an 
absolute prohibition of sale or shipment. Implements of war 
have always been in the legal category of “absolute contra- 
band.” But there is another category, “conditional contraband” 
—and this is the category in which most of the trouble has 
arisen in the past. In this are products which of themselves 
are of an entirely peaceful nature and which are not contra- 
band unless they are destined to military useS or to support 
the military forces of a belligerent, such as wheat, cotton, 
wool, coal, copper, steel and so forth—practically the whole 
list of exports. 

Now neutrals have usually insisted that their shipment 
of these peaceful, conditionally contraband goods, especially 
where destined to another neutral, must not be interfered 
with. Belligerents usually say that the goods are conducive 
to enemy military operations and that their consignment to 
neutrals is merely one step toward their eventual destination 
—the enemy army. 

Does the Pittman Act contribute to a solution of that 
source of war-entangling disputes? Not at all! It merely 
passes the age-old problem on to the President. The President 
is now authorized to prohibit, in his discretion, the shipment 
of any such product or commodity under the American flag. 
Even then, it can be shipped in foreign vessels—but only 
after the ownership has passed to a foreigner. 

I believe that some of these provisions grew out of 
suggestions of my own. I thought that if we had decided 
completely to abandon our mercantile and marine rights in 
international trade for the purpose of avoiding any possibility 
of a necessity to defend them, the best policy was to sell 
only on a “cash-and-carry”’ basis. I regarded that as preferable 
to other suggestions then current, one of the most foolish 
of which was that in the event of war we simply erect a 
Chinese wall around the United States and place an absolute 
embargo on the shipment of anything, directly or indirectly 
intended for a belligerent. That would have carried us straight 
into an economic collapse. But it does not seem wise to me 
to pass a statute which really decides nothing on this sub- 
ject, and simply passes the buck to the President, making him 
decide what our policy shall be after war breaks out. Neither 
do I believe that it is the correct solution to rely on fines and 
punishment by imprisonment of any American who violates 

















































restrictions not yet known. If we are going to abandon free- 
dom of the seas as a national policy, it would seem to me suffi- 
cient merely to serve notice on our own people and on the 
world that our flag will not protect shipments made contrary 
to a particularly defined policy such as “cash-and-carry”’ or 
whatever policy seems wisest. I would prefer to define the 
“cash-and-carry” policy and then say, “If you desire, ship a* 
your own risk.” 

The truth is that what we have here is a kind of hodge- 
podge of purposes and policy. The prohibition on shipments of 
“implements of war” springs from a proper reluctance to 
have our citizens or our country supply weapons of death 
and destruction to place in the hands of men with which to 
kill or maim their fellowmen. This is not a neutrality policy 
or a “keep us out of war policy.” It is purely an humani- 
tarian policy. 

The prohibition against war credits springs from quite 
a different idea. When you sell a belligerent goods for cash, 
your interest ceases when the sale is made. But when you lend 
a belligerent money, you have clearly bought and paid for 
a personal interest in his quarrel. “Where your treasure is, 
there is your heart also.” That also is not a neutrality policy. 
It is an effort to strike at a strong, an almost irresistible in- 
centive to American participation. | have advocated both 
these policies ever since the World War, but I have tried 
to keep my mind clear on exactly what they are. 

Restriction on shipments of any goods, whether lethal 
or not, and entirely within the discretion of the President, is 
a power also of sanctions. One idea behind that, is that we 
can use our economic power to express disapproval of a 
war conducted by another nation, and to punish it because 
we do not approve of war in general or of a particular war 
in detail. Of course this is about as far from neutrality as 
we could get, and it is the reverse of keeping out of war. 
It is getting into war. It is war itself—economic war which, 
as I have tried to show, may be as deadly as any military 
attack. 

Any declaration of a clear-cut policy in the troubled 
state of the world would probably be a calming influence. 
It would be notice to the nations of what they could expect 
of this powerful country in any emergency. This bill does 
that so far as credits and lethal weapons are concerned. But it 
distinctly does not do that so far as the use of our economic 
power and our shipments on the high seas are concerned. 
It merely transfers the power eventually to do that from the 
Congress to the President. It merely gives him the power to 
declare economic war. It actually leaves our policy as in- 
definite as it was before. 

So far as this bill, or any statement connected with it 
reveals, we do not abandon our right and our duty to 
protect with the flag any shipments whatsoever. 

Thus, if an American ship should sail with a cargo 
which the President had not yet designated as conditional 
contraband and, if she were sunk without visit or search, 
the doctrine of freedom of the seas would apply and we 
should still be confronted with the problem of how far we 
should use our armed forces to vindicate that doctrine. In- 
deed, after the passage of this statute, it would be a persuasive 
argument that our obligation to use them vigorously is greater 
than ever before. What this act does really is to transfer 
from the Congress to the President the right to take steps 
that might lead to war. 
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On the side of the Act, let me say that one much 
publicized criticism of the whole “cash-and-carry” idea is 
ill-informed. It is said that this idea favors the strong mari- 
time power, because that power has the ships to transport 
and the war vessels to protect overseas shipments and, there- 
fore, can “carry” while inferior or weak naval powers cannot. 
This argument overlooks the incontrovertible fact that strong 
naval powers have that same advantage in any case. Cer- 
tainly they have it under the old doctrine of freedom of the 
seas. Only-if the neutral is willing to fight will supplies 
yo to the weak naval power—cash or carry or free seas not- 
withstanding. You can’t argue with superior weight of mili- 
tary and naval metal. It is the ultimate force majeur. 

The prohibition against the extension of credit is clear 
and it is good. But that does not mean that belligerents 
are cut off from our market. Very little credit was being 
extended to the Allies in 1916 and 1917 before our entry 
into the war. They were selling their American securities 
and establishing dollar accounts from which they paid cash. 
Or they were using their American securities as collateral 
to an extent that largely repatriated all American securities 
held abroad. That would be the process in any new World 
War. War has become too destructive and too uncertain to 
risk credit to any of the contestants regardless of such legis- 
lation as this. 

As I said earlier, 1 do not condemn the Pittman Act. 
It sails an uncharted sea. I am only trying to consider it 
cold bloodedly—to warn, in the absence of experience, that 
it may be disappointing and nugatory in result—and to 
observe that whether or not it may help us avoid military 


participation, it is by no means a neutrality measure. It is 
the exact reverse of keeping out of war in the modern sense. 

If that policy stood alone and if the apparent abandon- 
ment of freedom of the seas were regarded by our country 
as a sufficient protection against any involvement, I candidly 
confess that I would be alarmed. 

Such is not the case. This Administration is building 
up our navy to its greatest strength. It is concentrating on 
the improvement of naval, military, and commercial aircraft. 
It has advanced the efficiency of the army and increased its 
strength. There is also before Congress a bill providing for 
the effective and immediate industrial mobilization of the 
United States along the lines indicated by the experience of 
the World War. It has accumulated an unprecedented war 
chest in gold which is the only currency that an embattled 
nation can use to control economic forces at home or abroad. 
It is revising and improving its defense plan on a policy 
of non-aggression on the continent of the United States and 
in the Panama Canal. It is in process of withdrawing from 
the terribly dangerous salient of the Philippine Islands. It 
has improved its relations with Mexico and all of Latin 
America. Through its constructive foreign trade policy, its 
relations with all the world are in the best shape since the 
war. In other words, it is building up its own defenses, 
strategically, tactically, and in diplomatic relations. 

This is the best protection that we could have from 
involvement in any foreign war. The Pittman Act may or 
may not help. It is a “speak gently” policy. But the “Big 
Stick” is just as evident. 


Loopholes 


By PRESIDENT FRANKLIN D. ROOSEVELT 
Message to Congress, June 1, 1937 


CONDITION has been developing during the past 
few months so serious to the nation that the Congress 
and the people are entitled to information about it. 

The Secretary of the Treasury has given me a report of 
a preliminary study of income tax returns for the calendar 
vear 1936. This report reveals efforts at avoidance and eva- 
sion of tax liability, so widespread and so amazing both in 
their boldness and their ingenuity, that further action without 
delay seems imperative. 

We face a challenge to the power of the government to 
collect, uniformly, fairly, and without discrimination, taxes 
based on statutes adopted by the Congress. 

Mr. Justice Holmes said “taxes are what we pay for 
civilized society.” Too many individuals, however, want the 
civilization at a discount. 

Methods of escape or intended escape from tax liability 
are many. Some are instances of avoidance which appear to 
have the color of legality; others are on the borderline of 
legality; others are plainly contrary even to the letter of the 
law. 

All are alike in that they are definitely contrary to the 
spirit of the law. All are alike in that they represent a deter- 
mined effort on the part of those who use them to dodge the 


payment of taxes which Congress based on ability to pay. All 
are alike in that failure to pay results in shifting the tax load 
to the shoulders of others less able to pay, and in mulcting 
the Treasury of the government’s just due. 

I commend to your attention the following letter from 
the Secretary of the Treasury: 

“The Secretary of the Treasury, 
“Washington, May 29, 1937. 
“My Dear Mr. President: 

“As you know, the Treasury was surprised and dis- 
turbed by the failure of receipts from the income tax on 
March 15 to measure up to the budget estimates. Therefore, 
we undertook an immediate investigation. Only a prelimi- 
nary report can be made at this time because the complete 
investigation covering all the income tax returns filed will 
require the balance of this year. Furthermore, since many of 
the returns of large manufacturing corporations have not yet 
been filed, the present report is confined almost wholly to 
data disclosed by the individual tax returns. 

“But even this preliminary report discloses conditions so 
serious that immediate action is called for. More than the 
usual examination and audit by the Treasury is needed. It 
seems clear that if tax evasion and tax avoidance can be 










































a pat ent SE OF PIA SEE Ta: 





OR es as SE MES ST 





Franklin D. Roosevelt 





539 





promptly stopped through legislation and regulations result- 
ing from a special investigation, a very large portion of the 
deficiency in revenues will be restored to the Treasury. 

“I herewith enumerate some of the principal devices 
now being employed by taxpayers with large incomes for the 
purpose of defeating the income taxes which would normally 
be payable by them. As we continue our preliminary exami- 
nation, other devices are being disclosed. 

“1. The device of evading taxes by setting up foreign 
personal holding corporations in the Bahamas, Panama, 
Newfoundland and other places where taxes are low and 
corporation laws lax. 

“Americans have formed sixty-four such companies in 
the Bahamas alone in 1935 and 1936, and twenty-two more 
were organized by Americans in the Bahamas during the past 
two months. Panama and Newfoundland seem to be even 
more fertile territory since their corporation laws make it 
more difficult to ascertain who the actual stockholders are. 
Moreover, the stockholders have resorted to all manner of 
devices to prevent the acquisition of information regarding 
their companies. The companies are frequently organized 
through foreign lawyers, with dummy incorporators and 
dummy directors, so that the names of the real parties in 
interest do not appear. 

“One American citizen with a $3,000,000 Bahamas 
corporation has apparently attempted to prevent the Bureau 
of Internal Revenue from catching up with him by filing his 
individual tax returns in successive years from towns in New 
Brunswick, British Columbia and Jamaica. 

“Another individual believes that he has been so success- 
ful in removing his assets from the United States to the 
Bahamas that he is defying the Treasury to collect a tax 
upon a $150,000 fee he has received; and by way of insult, 
he has offered to compromise his admitted tax liability of 
$33,000 for past years by a payment of $1,700. 

“Still another individual showed a large net loss on 
his personal return for 1936. In considerable part, the loss 
was due to the large deduction he claims for interest on a 
loan made to him by his personal holding company. But the 
man in question is no object of charity, for his personal hold- 
ing company, organized in Canada, had an income of over 
$1,500,000 from American dividends in 1936, though it has 
not yet filed a return. 

“Perhaps the most flagrant case of this character is that 
of a retired American army officer with a large income from 
valuable American securities which he desires to sell at a 
very large profit. To escape our income and inheritance tax 
laws he used the device of becoming a naturalized Canadian 
citizen, and six days later organized four Bahamas corpora- 
tions to hold his securities. He and his lawyers apparently 
think that he can now sell his securities free from any taxes 
to his profits, since there are no income taxes in the Bahamas, 
and that he has adroitly escaped American taxes. 

“2. The device of foreign insurance companies. 

“Two New York insurance agents have caused the or- 
ganization of insurance companies in the Bahamas with a 
view to enabling taxpayers to secure spurious deductions for 
interest through an ingenious scheme for the issuance of life 
insurance policies. Americans who went into the scheme pur- 
ported to pay a large single premium for their policies, but 
immediately borrowed back practically the entire sum. Under 
the plan the so-called policy-holders sought to obtain a large 
























































deduction for interest on this loan, although the fact was 
that no interest was really paid. By this means five promi- 
nent Americans sought to evade nearly $550,000 in income 
taxes in the years 1932 to 1936. This fraud was discovered 
by the Treasury's investigators, and all of the taxpayers have 
now submitted offers to pay the full amount of taxes evaded, 
plus interest. Until our investigation is completed we do not 
know how many similar companies may have been organized 
in other countries, and utilized by our citizens; nor do we yet 
know whether this newly invented type of fraud has other 
ramifications. 

*3. The device of domestic personal holding com- 
panies, 

“The rates of tax applicable to personal holding com- 
panies were reduced in 1936 at the time of the enactment of 
the undistributed profits tax. It was believed at that time 
that the combined rates of the two taxes would be sufficient 
to insure the distribution of the entire incomes of these com- 
panies and the consequent imposition of surtaxes upon their 
owners. This expectation has not been realized. 

“Thus the single s*>ckholder of one large personal hold- 
ing company saved him. ¢ $322,000 by causing his company 
to distribute none of its income to him. 

“In another case a man and his wife saved $791,000 
through the use of personal holding companies in 1936. 

“In a third case the personal holding company reported 
over $500,000 of net income, but the total taxes paid by the 
two stockholders, husband and wife were less than $60,000, 
due principally to credits for payments on indebtedness the 
holding company prudently incurred in accumulating prop- 
erties for its owners. If the personal holding company had 
not been in existence the stockholders would have paid over 
$200,000 additional income taxes. 

“Another favorite device is to organize a considerable 
number of personal holding companies, not only for the sake 
of reducing the tax, but of increasing the Treasury’s diff- 
culties in auditing transactions between companies. At last 
accounts one man had caused to be set up some ninety-six 
companies scattered all over the country. Two other indi- 
viduals were utilizing twenty-three personal holding com- 
panies. 

“4. The device of incorporating yachts and country 
estates. 

“Many wealthy taxpayers today are dodging the ex- 
press provisions of the law denying deductions for personal 
expenses by incorporating their yachts or their country estates, 
turning over to the yacht or to the estate securities yielding 
an income just sufficient to pay the entire expenses of opera- 
tion. Hundreds of thousands of dollars in income taxes are 
annually avoided in this way. 

“Thus one man’s yacht is owned by his personal holding 
company, along with three million dollars in securities. He 
rents the yacht from his company for a sum far less than the 
cost of upkeep, and the company uses its income from the 
securities to pay the wages of the captain and crew, the ex- 
penses of operating the yacht, and an annual depreciation 
allowance. None of these items would be deductible if this 
individual owned the yacht personally. 

“A great many wealthy taxpayers are utilizing a similar 
arrangement for the operation of their country places and 
town houses. 

“One man has placed his five-million-dollar city resi- 
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dence in such a corporation; another his racing stable whose 
losses last year were nearly $200,000. The tax savings he thus 
sought to obtain through the use of the holding company 
were $140,000. 

“One wealthy woman has improved on the general 
plan of evasion by causing her personal holding company, 
which owns her country place, to employ her husband at a 
salary to manage it. She can thereby supply him with pocket 
money, and in effect claims a tax deduction for the expense of 
maintaining him. 

"5. The device of artificial deductions for interest, 
losses, etc. 

‘““Taxpayers are seeking greatly to reduce their personal 
income taxes by claiming deductions for interest on loans to 
them by their personal holding companies, or net2zans to them 
by their family trusts. These transactions normally have no 
business purpose, but are merely an artificial means of shifting 
income from one member of the family subject to high surtax 
rates to another member of the family subject to lower rates. 

“Thus one woman claims a large annual deduction for 
interest on a loan made to her by her husband as trustee of a 
trust which she has created for their children. The mother 
thereby seeks to secure a deduction for her contribution to 
the children’s support, and since the trust is revocable by her 
husband, the parents still have the desired control over the 
property and its income. 

“In the same category are losses deducted by taxpayers 
who claim that their racing stables or hobby farms were 
operated for profit, even though a profit is never realized. 

‘hus a prominent manufacturer seeks a reduction of over 
$125,000 against his income from his business, on account of 
his losses in operating a chicken farm. 

"6. The device of the creation of multiple trusts for 
relatives and dependents. 

“Splitting income two ways between husband and wife, 
reduces income taxes and leaves the family income intact. 
Splitting the family income many ways by means of many 
trusts, all for the same beneficiaries, may effect a much greater 
saving, while leaving the money actually in the same hands. 
for the creator of the trust often constitutes himself or his 
wife as trustee, and thus retains full control over the invest- 
ment and disposition of the fund itself and of its income. 

“One thrifty taxpayer has formed sixty-four trusts for 
the benefit of four members of his immediate family, and 
thereby claims to have saved them over $485,000 in one year 
in taxes, 

“Another thrifty pair have constituted forty trusts for 
their relatives, and a prominent lawyer and his wife utilize 
sixteen trusts for the same purpose. The first pair maintains 
numbered brokerage accounts, and only at the end of the year 
are the beneficial owners identified. In this way innumerable 
transactions are carried on, often between accounts, which 
do not actually affect the beneficial interest of their owners, 
but are designed solely to reduce tax liability. 

"7. The device of husband and wife or father and 
children partnerships. 

“The purpose of these partnerships, like the multiple 
trusts, is to split the family income artificially into two 
parts; or, if the children are taken in, into still smaller 
fractions. 

“There are many instances of this kind; but to illus- 
trate the point, it is sufficient to cite the case of a New York 


brokerage firm which late in 1935 admitted into partnership 
the four minor children, two boys and two girls, of one 
of the partners. The tax saving he sought thereby in 1936 
amounted to over $50,000. 

“8. The device of pension trusts. 

“For ten years the revenue acts have sought to encour- 
age pension trusts for aged employes by providing corpo- 
rations with a special deduction on account of contribu- 
tions thereto, and exempting the trust itself from tax. Re- 
cently this exemption has been twisted into a means of tax 
avoidance by the creation of pension trusts which include 
as beneficiaries only small groups of officers and directors 
who are in the high income brackets. In this fashion high- 
salaried officers seek to provide themselves with generous 
retiring allowances, while at the same time the corporation 
claims a deduction therefor, in the hope that the fund may 
accumulate income free from tax. 

“Thus, in one case $43,000 is annually appropriated by 
the corporation to a pension trust for the benefit of its two 
chief owners. One of the co-owners will retire at the age of 
65 with a monthly pension of $1,725, and the other will 
retire at 60 with a monthly pension of $1,425. 

“These eight types of tax avoidance are sufficient to 
show that there is a well-defined purpose and practice on 
the part of some taxpayers to defeat the intent of Congress 
to tax incomes in accordance with ability to pay. In some 
cases, the Bureau of Internal Revenue under existing law 
can establish a liability or indeed proceed on the ground of 
fraud; but many of these cases fall in the category of a 
legal though highly immoral avoidance of the intent of the 
law. It seems, therefore, that legislation should be passed at 
this session of the Congress in order to eliminate these 
loopholes which our preliminary investigation has proved; 
and that as a result of the further investigation this Sum- 
mer and Autumn, the next session of the Congress should 
finally close any further loopholes which may be discovered. 

“In addition to these cases of moral fraud, there are 
three other major instances in which the law itself permits 
individuals and corporations to avoid their equitable .share 
of the tax burden. 


“1. Percentage depletion. 

“This is perhaps the most glaring loophole in our 
present revenue law. Since 1928 large oil and mining cor- 
porations have been entitled to deduct from 5 to 27% per 
cent of their gross income as an allowance for the depletion 
of their mines or wells, and the deduction may be taken even 
though the cost of the property has been completely recov- 
ered. Thus, in 1936, one mining company deducted nearly 
$3,000,000 under this provision, although it had already 
completely recovered the cost of its property. 

“The amount of the deduction was a sheer gift from 
the United States to this taxpayer and its stockholders, and 
the revenue that we lost thereby was $818,000. 

“Similar annual losses of revenue in the cases of a 
few other typical companies are: $584,000 ; $557,000 ; $512,- 
000; $272,000; $267,000; $202,000; and $152,000. The 
estimated annual loss of revenue due to this source alone 
is about $75,000,000. I recommended in 1933 that this pro- 
vision be eliminated, but nothing was done at that time, and 
it has since remained unchanged. 

"2. The division of income between husband and wife 
in the eight community property States. 
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“This is another major cause of revenue loss, which is 
unjustifiable because obtained at the expense of taxpayers in 
the forty States which do not have community property 
laws. A New York resident with a salary of $100,000 pays 
about $32,525 Federal income tax; a Californian with the 
same salary may cause one-half to be reported by his wife, 
and the Federal income taxes payable by the two will be 
only $18,626. The total loss of revenue due to this un- 
justifiable discrimination against the residents of forty 
States runs into the millions. 

3, Taxation of non-resident aliens. 

“The 1936 act eliminated the requirement that a non- 
resident alien (without United States office or business), 
should file a return; fixed the withholding rate for indi- 
viduals at 10 per cent; and freed the non-resident alien 
from taxation on American capital gains. 

“Since the total Federal tax upon a citizen or resident 
amounts to 10 per cent of his total net income at about 
$25,000 (in the case of a married individual with no de- 
pendents), the withholding rate has proved in practice to 
be too low as applied to wealthy non-resident alien indi- 
viduals. There are a number of cases of non-resident aliens 
with large incomes from American trusts, or with large 
American investments, whose taxes have been cut to one- 
third or one-fifth of what they paid under the prior act. 

“Thus, one American woman who married an English- 
man had an income from this country in 1935 of nearly 
$300,000. Her tax for 1936 will, therefore, be approxi- 
mately $30,000 as against over $160,000 under the prior 
law. 

“Another American woman who married a Frenchman 
has an income of over $150,000 from American trusts, on 
which she paid a tax of about $55,000 in 1935. Her tax is 
reduced to about $15,000 by the 1936 law. Although the tight- 
ening of the withholding provisions in 1936 will tend to 
insure more revenue from non-resident aliens in the lower- 
income brackets, the present taxing provisions are not satis- 
factory as applied to non-resident aliens with incomes in the 
higher brackets. 

“The problem of tax avoidance is not new. The Con- 
gress devoted particular attention to it in 1933 and 1934, 
and by legislation effectively put a stop to many evasive 
devices discovered then as having been in use. The practice 
outlined above can and should be stopped in the same way. 

“In conclusion, I have two observations to make from 
the evidence before me. In the first place, the instances I have 
given above are disclosed by a quick check of comparatively 
few individual returns. As I have said before, most. of the 
large corporation returns have not yet been filed. The general 
audit of 1936 returns is just beginning. Nevertheless, it is 
likely that the cases I have digested above are symptomatic of 
a large number of others, which will be disclosed by the 
usual careful audit. 

“In the second place, the ordinary salaried man and the 
small merchant does not resort to these or similar devices. 
The great bulk of our 5,500,000 returns are honestly made. 
Legalized avoidance or evasion by the so-called leaders of 
the business community is not only demoralizing to the 
revenues; it is demoralizing to those who practice it as well. 
It throws an additional burden of taxation upon the other 
members of the community who are less able to bear it, and 
who are already cheerfully bearing their fair share. The 





success of our revenue system depends equally upon fair ad- 
ministration by the Treasury, and upon completely honest 
returns by the taxpayer. 

“The disclosures are so serious that I recommend that 
authority be given to the Treasury Department with an ade- 
quate appropriation in order that a complete and immediate 
investigation may be conducted. The cost of such an inves- 
tigation will be returned many times over to the Treasury 
of the United States. 

“Faithfully, 
“HENRY MORGENTHAYU, JR.” 
“The President, 
The White House.” 

A feeling of indignation on reading this letter will, | 
am confident, be yours, as it was mine. 

What the facts set forth mean to me is that we have 
reached another major difficulty in the maintenance of the 
normal processes of our government. We are trying harder 
than ever before to relieve suffering and want, to protect the 
weak, to curb avarice, to prevent booms and depressions— 
and to balance the budget. Taxation necessary to these ends 
is the foundation of sound governmental finance. When our 
legitimate revenues are attacked, the whole structure of our 
government is attacked. “Clever little schemes” are not 
admirable when they undermine the foundation of society. 

The three great branches of the government have a joint 
concern in this situation. First, it is the duty of the Congress 
to remove new loopholes devised by attorneys for clients will- 
ing to take an unethical advantage of society and their own 
government. Second, it is the duty of the executive branch of 
the government to collect taxes, to investigate fully all ques- 
tionable cases, to prosecute where wrong has been done, and 
to make recommendations for closing loopholes. Third, it 
is the duty of the courts to give full consideration to the 
intent of the Congress in passing tax laws and to give full 
consideration to all evidence which points to an objective of 
evasion on the part of the taxpayer. 

Very definitely, the issue immediately before us is the 
single one relating to the evasion or unethical avoidance of 
existing laws. That should be kept clearly in mind by the 
Congress and the public. Already efforts to befog this issue 
appear. Already certain newspaper publishers are seeking to 
make it appear—first, that if an individual can devise un- 
anticipated methods to avoid taxes which the Congress in- 
tended him to pay, he is doing nothing unpatriotic or 
unethical ; and, second, that because certain individuals do not 
approve of high income tax brackets, or the undistributed earn- 
ings tax, or the capital gains tax, the first duty of the Con- 
gress should be the repeal or reduction of those taxes. In 
other words, not one but many red herrings are in preparation. 

But it seems to me that the first duty of the Congress 
is to empower the government to stop these evil practices, 
and that legislation to this end should not be confused with 
legislation to revise tax schedules. That is a wholly different 
subject. ; 

In regard to that subject, I have already suggested to 
the Congress that at this session there should be no new 
taxes and no changes of rates. And I have indicated to the 
Congress that the Treasury will be prepared by next No- 
vember to present to the appropriate committees information 
on the basis of which the Congress may, if it chooses, under- 
take revisions of the tax structure. 
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The long-term problem of tax policy is wholly separate 
from the immediate problem of glaring evasion and avoidance 
of existing law. 

In this immediate problem the decency of American 
morals is involved. 

The example of successful tax dodging by a minority of 
very rich individuals breeds efforts by other people to dodge 
other laws as well as tax laws. 

It is also a matter of deep regret to know that lawyers of 
high standing at the bar not only have advised and are ad- 
vising their clients to utilize tax avoidance devices, but are 
actively using these devices in their own personal affairs. We 
hear too often from lawvers, as well as from their clients, 


the sentiment “it is all right to do it if you can get away 
with it.” 


I am confident that the Congress will wish to enact 
legislation at this session specifically and exclusively aimed 
at making the present tax structure evasion-proof. 


I am confident also that the Congress will give to the 
Treasury all authority necessary to expand and complete the 
present preliminary investigation, including, of course, full 
authority to summon witnesses and compel their testimony. 
The ramifications and the geographical scope of a complete 
investigation make it necessary to utilize every power of gov- 
ernment which can contribute to the end desired. 


Expanding Frontiers of Social Progress 


By PRESIDENT FRANKLIN D. ROOSEVELT 
To Congress, May 24, 1937 


HE time has arrived for us to take further action to 

extend the frontiers “of social progress. Such fur- 

ther action initiated by the legislative branch of the 
Government, administered by the executive, and sustained 
by the judicial, is within the common sense frame work and 
purpose of our Constitution, and receives beyond doubt the 
approval of our electorate. 

The overwhelming majority of our population earns its 
daily bread either in agriculture or in industry. One-third 
of our population, the overwhelming majority of which is in 
agriculture or industry, is ill-nourished, ill-clad, and _ ill- 
housed. 

The overwhelming majority of this nation has little 
patience with that small minority which vociferates today 
that prosperity has returned, that wages are good, that crop 
prices are high and that Government should take a holiday. 

The truth of the matter, of course, is that the expo- 
nents of this theory of private initiative, as the cure for deep- 
seated national ills, want in most cases to improve the lot 
of mankind. But, well intentioned as they may be, they fail 
for four evident reasons—first, they see the problem from 
the point of view of their own business; second, they see 
the problem from the point of view of their own locality or 
region; third, they cannot act unanimously because they 
have no machinery for agreeing among themselves; and, 
finally, they have no power to bind the inevitable minority 
of chiselers within their own ranks. 

‘Though we may go far in admitting the innate decency 
of this small minority, the whole story of our nation proves 
that social progress has too often been fought by them. In 
actual practice it has been effectively advanced only by the 
passage of laws by State legislatures or the national Congress. 

Today, you and I are pledged to take further steps to 
reduce the jag in the purchasing power of industrial workers 
and to strengthen and stabilize the markets for the farmers’ 
products. The two go hand in hand. Each depends for its 
effectiveness upon the other. Both, working simultaneously, 
will open new outlets for productive capital. Our nation, so 
richly endowed with natural resource’ and with a capable 
and industrious population, should be able to devise ways and 
means of insuring to all our able-bodied working men and 
women a fair day’s pay for a fair day’s work. A self-supporting 
and self-respecting democracy can plead no justification for 





the existence of child labor, no economic reason for chiseling 
workers’ wages or stretching workers’ hours. 

Enlightened business is learning that competition ought 
not to cause bad social consequences which inevitably react 
upon the profits of business itself. All but the hopelessly 
reactionary will agree that to conserve our primary resources 
of man power, Government must have some control over 
maximum hours, minimum wages, and the evil of child labor 
and the exploitation of unorganized labor. 

Nearly twenty years ago in his dissenting opinion in 
Hammer v. Dagenhart, Mr. Justice Holmes expressed his 
views as to the power of the Congress to prohibit the ship- 
ment in interstate or foreign commerce of the product of the 
labor of children in factories below what Congress then 
deemed to be civilized social standards. Surely the experi- 
ence of the last twenty years has only served to re-enforce the 
wisdom and the rightness of his views. And, surely if he was 
right about the power of the Congress over the work of 
children in factories, it is equally right that the Congress 
has the power over decent wages and hours in those same 
factories. He said: 

“T had thought that the propriety of the exercise of a 
power admitted to exist in some cases was for the considera- 
tion of Congress alone and that this court always has dis- 
avowed the right to intrude its judgment upon questions of 
policy or morals. It is not for this court to pronounce when 
prohibition is necessary to regulation if it ever may be neces- 
sary—to say that it is permissible as against strong drink but 
not as against the product of ruined lives. 

“The act does not meddle with anything belonging to 
the States. They may regulate their internal affairs and their 
domestic commerce as they like. But when they seek to send 
their products across the State lines they are no longer 
within their rights. If there was no Constitution and no 
Congress their power to cross the line would depend upon 
their neighbors. Under the Constitution such commerce 
belongs not to the States but to Congress to regulate. It may 
carry out its views of public policy, whatever indirect effect 
they may have upon the activities of the States. Instead of 
being encountered by a prohibitive tariff at her boundaries 
the State encounters the public policy of the United States 
which it is for Congress to express. The public policy of 
the United States is shaped with a view to the benefit of the 
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nation as a whole. The national welfare as understood by 
Congress may require a different attitude within its sphere 
from that of some self-seeking State. It seems to me entirely 
constitutional for Congress to enforce its understanding by 
all the means at its command.” 

Mr. Justice Brandeis, Mr. Justice Clark, and Mr. 
Justice McKenna agreed. A majority df the Supreme Court, 
however, decided 5-4 against Mr. Justice Holmes and laid 
down a rule of constitutional law which has ever since 
driven into impractical distinctions and subterfuges all at- 
tempts to assert the fundamental power of the national Gov- 
ernment over interstate commerce. 

But although Mr. Justice Holmes spoke for a minority 
of the Supreme Court, he spoke for a majority of the Ameri- 
can people. 

One of the primary purposes of the formation of our 
Federal Union was to do away with the trade barriers be- 
tween the States. To the Congress and not to the States 
was given the power to regulate commerce among the several 
States. Congress cannot interfere in local affairs, but when 
goods pass through the channels of commerce from one State 
to another they become subject to the power of the Congress, 
and the Congress may exercise that power to recognize and 
protect the fundamental interests of free labor. 

And so, to protect the fundamental interests of free 
labor and a free people, we propose that only goods which 
have been produced under conditions which meet the mini- 
mum standards of free labor shall be admitted to interstate 
commerce. Goods produced under conditions which do not 
meet rudimentary standards of decency should be regarded 
as contraband and ought not to be allowed to pollute the 
channels of interstate trade. 

These rudimentary standards will of necessity at the start 
fall far short of the ideal. Even in the treatment of national 
problems, there are geographical and industrial diversities 
which practical statesmanship cannot wholly ignore. Back- 
ward labor conditions cannot be completely assimilated and 
made uniform at one fell swoop without creating economic 
dislocations. 

Practical exigencies suggest the wisdom of distinguish- 
ing labor conditions which are clearly oppressive from those 
which are not as fair or as reasonable as they should be under 
circumstances prevailing in particular industries. Most fair 
labor standards as a practical matter require some differentia- 
tion between different industries and localities. But there are a 
few rudimentary standards of which we may properly ask 
general and widespread observance. Failure to observe them 
must be regarded as socially and economically oppressive and 
unwarranted under almost any circumstance. 

Allowing for a few exceptional trades and permitting 
longer hours on the payment of time and a half for overtime, 


it should not be difficult to define a general maximum work- 
ing week. Allowing for appropriate qualifications and gen- 
eral classifications by administrative action, it should also be 
possible to put some floor below which the wage court ought 
not to fall. There should be no difficulty in ruling out the 
products of the labor of children from any fair market. 
And there should also be little dispute: when it comes to 
ruling out of the interstate markets products of employers 
who deny the right of self-organization and collective bargain- 
ing, whether through the fear of labor spies, the bait of com- 
pany unions, or the use of strike-breakers. The abuses dis- 
closed by the investigations of the Senate must be promptly 
curbed. 

With the establishment of these rudimentary standards 
as a base, we must seek to build up, through appropriate 
administrative machinery minimum wage standards of fairness 
and reasonableness, industry by industry, having due regard to 
local and geographical diversities and to the effect of unfair 
labor conditions upon competition in interstate trade and upon 
the maintenance of industrial peace. 

Although a goodly portion of the goods of American 
industry move in interstate commerce and will be covered 
by the legislation which we recommend, there are many 
purely local pursuits and services which no Federal legisla- 
tion can effectively cover. No State is justified in sitting idly 
by and expecting the Federal Government to meet State 
responsibility for those labor conditions with which the 
State may effectively deal without fear of unneighborly com- 
petition from sister States. The proposed Federal legislation 
should be a stimulus and not a hindrance to State action. 

As we move resolutely to extend the frontiers of social 
progress, we must be guided by practical reason and not by 
barren formulae. We must ever bear in mind that our ob- 
jective is to improve and not to impair the standard of living 
of those who are now undernourished, poorly clad, and ill- 
housed. 

We know that overwork and underpay do not increase 
the national income when a large portion of our workers 
remain unemployed. Reasonable and flexible use of the long- 
established right of Government to set and to change work- 
ing hours can, I hope, decrease unemployment in those groups 
in which unemployment today principally exists. 

Our problem is to work out in practice those labor 
standards which will permit the maximum but prudent em- 
ployment of our human resources to bring within reach of 
the average man and woman a maximum of goods and of 
services conducive to the fulfillment of the promise of 
American life. 

Legislation can, I hope, be passed at this session of the 
Congress further to help those who toil in factory and on 
farm. We have promised it. We cannot stand still. 


~ Can Industrial Peace be Attained? 


By FRED A. HARTLEY, 


JR., Congressman, New Jersey 


Over CBS from WJSV, May 27, 1937 
| CONDENSED | 


T has been my honor to have served for nine years as a 
member of the House Labor Committee of the Congress 
of the United States. This has been a most important 
assignment, for during this time, we have been confronted 
with the greatest depression in all our history. The compli- 





cations of our modern economic life have developed certain 
conditions peculiar to the depression through which we are 
passing. Our committee has labored diligently in an effort to 
ascertain the cause and cure for these cycles of grave un- 
employment. 
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Vital Speeches of the Day 





During recent years we have held extended hearings on 
many proposals offered as remedies for unemployment, and 
for the correction of unfair labor standards. The evidence 
presented to our committee portrayed such abominable condi- 
tions in industry in almost every State in the Union, that 
even the committee members, experienced in matters of this 
kind, questioned the wccuracy of much of the testimony. 
However, investigation proved in many instances, and in 
many states, that thousands of our people, desperately eager 
to obtain a bare subsistence for their families, were being 
exploited in a manner that should be repulsive to every Ameri- 
can citizen; men and women by the thousands forced to 
work long hours for as little as $2, $3, $4, and $5 a week. 
For example: We had one case called to our attention where 
a migratory workman employed on one of the Mississippi 
Valley flood projects obtained a job at 12 cents an hour. Out 
of this he had to pay, as a rebate to his employer, a certain 
amount as rent for the shack in which he was housed, so 
much a week for the food provided for him—even to the 
extent of having to pay for ice water—and under affidavit 
which was investigated and found true, proved that after 
having worked for 90 hours, approximately two full weeks, 
he owed his employer $1.54. 


It was generally agreed by a great majority of the 
witnesses who testified that the remedy for such conditions 
rested in the establishment of fair minimum wages, and by 
sharing the work through a reduction of working hours. 

Then came the question as to how such agreements 
were to be established and fulfilled. The majority of those 
who testified, objecting to Federal interference, fearing too 
great a centralization of authority, preferred to have these 
questions settled by voluntary agreements through trade 
associations or groups within industry, or by leaving it to 
the states to adopt corrective measures. 

However, the history of these seven years of depression 
proves the incompetency of either of these methods. It has 
proved impossible, and probably always will be, to obtain 
uniformity and complete compliance among the different 
States of the Union. Voluntary agreements entered into in the 
best of faith and lived up to by those who entered the agree- 
ments all failed. This because of the minority of chiselers 
that apparently ex'st in every industry, who continued to 
work their employees long hours, pay them measly wages, and 
as a result, cut prices forcing those who wanted to play fairly 
to cancel their agreements to meet the chiseler’s competition. 


As one of those who have been fearful of granting too 
great authority in the Federal Government, I have deliberated 
carefully before coming to this conclusion. 


I am thoroughly convinced today that the only method 
by which sweat-sheps can be eliminated and through which 
fair standards of labor conditions can be attained is by 
vesting in the Federal Government the authority to establish 
and enforce equitable labor standards. 


This afternoon I introduced such a bill in the form of a 
Licensing Act granting the Federal Trade Commission, an 
already established Department of Government, the au- 
thority to regulate the wages and hours of work, and also 
calling for the elimination of child labor in industry. This 
bill provides for a limit of 40 hours per week and of not 
more than 8 hours in any one day, permitting exemptions, 
however, upon the satisfactory proof of the existence of 
special conditions such as exist in certain seasonal indus- 


tries. The bill also provides for the establishment of $14 as 
the rock-bottom minimum weekly wage. 

At this point, I wish to make it clear that this figure, 
as in N. R. A., is merely used as the lowest basic wage, for 
the Commission is authorized, under the terms of our bill 
(and I quote from the bill), ““To make such findings as to 
minimum weekly wages, which will enable the workers to 
maintain standards of living of decency and comfort.’”’ In 
other words, the standard may be raised considerably, but in 
no instance shall it be lower than the established minimum. 

Recognition of the right of collective bargaining, as out- 
lined in the Wagner Act, is also embodied in its provisions. 
Up to this point, this measure concurs in principle with the 
proposal advanced by the administration. However, up to 
this point, the job is but half complete. One of the greatest 
defects in the administration’s proposal is that it is concerned 
with only one side of the problem, and for that reason will 
tend to aggravate the already disrupted relationship between 
industry and labor. , 

I believe it is obvious to any unbiased mind that with the 
present trend the pendulum is rapidly swinging from labor 
exploitation to extremes in the opposite direction. Certain 
mob psychologists, taking advantage of the general demand 
for improved labor conditions, have interpreted this demand 
in terms of an irresponsible license to gain their objectives, 
even in violation of law and order. The worthiness of the 
pronounced objectives of certain branches of the labor move- 
ment in recent months can hardly justify the open defiance of 
the authorities'and our courts. Mind you, I have no com- 
plaint, and I am in full accord with the right of any group 
to organize under leadership of its own choosing for the 
purpose of bettering its conditions, but I do contend that 
when such work is carried on by intimidation, by coercion, 
and physical violence in violation of our laws, and when it is 
proved that local authorities are powerless to interfere, once 
again there is the need for Federal intervention. 

To me, the conclusion is obvious that if’Federal regula- 
tion is necessary to correct abuses on industry’s side, then 
similar regulations are necessary to assure responsibility on 
labor’s part; responsibility, not alone to the Government, but 
to its own members as well. I recognize that the incorporation 
of labor organizations has long been strenuously objected 
to by labor and, therefore, have studiously avoided making 
such a proposal. The bill which I propose merely provides 
that every labor organization shall obtain a license from the 
Commission in the same manner as every industry, and will 
interfere in no manner whatsoever with the conduct of its 
activities, except where such operations are acts of violence, 
and in violation of law and order. 

It is inconceivable to me that any organization sincerely 
interested in the advancement of labor’s cause should oppose 
such a provision. Certainly, the true friends of labor find no 
comfort in the irresponsible and illegal acts of those of its 
over-aggressive members. It must be further admitted that 
the cause of any organization rests largely upon public opin- 
ion. Certainly, labor’s position in the eyes of the general pub- 
lic will be greatly strengthened by the acceptance of re- 
sponsibility such as is proposed. 

I am hopeful that an aroused public opinion will demand 
of Congress that in the consideration of this vital problem, 
the interests of all involved will be carefully weighed. 

In this manner alone, will improved labor standards be 
achieved and peace in industrial relations attained. 


> 83 





